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I. 9:00 am Call to Order 
II.   Roll Call 
III.   Public Meeting Notice 
IV.   Approval of Agenda 
V.   Public/Member Participation, Communications, and Appearances 
   (Three Minute Limit) 
VI.   Approval of Minutes – April 23-24, 2015  
 
VII. 9:10  Reports  

1. Chair Report, Gail Schubert 
 

 2. Committee Reports 
  A. Audit Committee, Martin Pihl, Chair 
  B. Actuarial Committee, Kris Erchinger, Chair 
 

   3. Retirement & Benefits Division Report 
 A. Buck Consulting Invoices (informational) 
 B. Membership Statistics 
 C. DRB Update 
 John Boucher, Deputy Commissioner, DOA 
 
4. Treasury Division Report 
 Pamela Leary, Director, Treasury Division 
 

  5. CIO Report 
   Gary Bader, Chief Investment Officer 

 
 9:40-10:00 6. Fund Financial Presentation 
    Scott Jones, Comptroller, DOR 
    Kevin Worley, CFO, Division of Retirement & Benefits 
  

10:00-11:00 7.  Performance Measurement – 1st Quarter 
Paul Erlendson and Steven Center 
Callan Associates, Inc. 

 
 

Thursday, June 18, 2015 
 

11:00 – Break 
15 Minutes 

2 
 



 
11:15-11:45  8.  High Yield CMBS – Pyramis Global Advisors 
   Steve Rosen, David Bagani and Kristen Shofner 
 
11:45-12:00 9. Why Rebalance? 
   Gary Bader, Chief Investment Officer 

 
 

  
 

 
  
1:15-1:45 10. Micro-Cap – DePrince, Race & Zollo 
   Greg Ramsby and Kelly Carbone 
 
 
1:50-  11. Actuarial Review/Acceptance-Certification of  
   FY14 Valuations 
 
1:50-2:10  A. Introduction/Background Review Process 
    Kris Erchinger, Chair 
    Actuarial Committee Chair  
 
2:15-2:30  B. GRS Review Comments 

     Leslie Thompson, Gabriel Roeder Smith 
 
 
 
 

2:45-3:30  C.  Summary Presentation  
    Dave Slishinsky and Melissa Bissett, Buck Consultants

  
3:30   D. Board Discussion/Questions  

 
Action:  Board Acceptance of GRS Certification for 

   FY14 PERS/TRS, DC Plan, NGNMRS, JRS  
 
Action:  Board Acceptance of FY 14 Buck Valuations for 
PERS/TRS, DC Plan, NGNMRS, JRS 

 
     End of Day 

Lunch – 12:00 – 1:15 pm 
 
 
 
 

2:30 - Break 
15 Minutes 
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9:00   Call to Order 
 
9:00-9:30 12. EIG 
   Blair Thomas 
 
9:35-10:15 13. Abbott Capital Management 
   Thaddeus Gray and Chris Ragazzo 
 
 
 
10:25-10:55 14. GAM 
   Joe Gieger and Arvin Soh 
 
11:00-11:20 15. Policy & Procedure Manual Update 
   Res 2015-05 – Relating to Trustee Travel 
 
11:25-12:00 16. Investment/Procurement Actions 
   1. Pyramis CMBS 
   2. GRS Renewal 

    3. Res. 2015-06 Equity Guidelines 
 
 12:00-12:15 17. Executive Session 
 
VIII.   Unfinished Business 
   1. Calendar, Judy Hall, Liaison Officer 
    Action:  Adopt Proposed 2016 Calendar 
   2. Disclosure Report, Judy Hall, Liaison Officer 
   3. Legal Report, Stuart Goering, Assistant Attorney General 
 
IX.   New Business 
X.   Other Matters to Properly Come Before the Board 
XI.   Public/Member Comments 
XII.   Investment Advisory Council Comments 
XIII.   Trustee Comments 
XIV.   Future Agenda Items 
XV.   Adjournment 
  (Times are approximate.  Every attempt will be made to stay on 
schedule; however, adjustments may be made.) 

Friday, June 19, 2015 

10:15 - Break 
10 Minutes 
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State of Alaska 
ALASKA RETIREMENT MANAGEMENT BOARD 

MEETING 
 

Location 
Dena’Ina Convention Center 

K’enakatnu Room 
 

MINUTES OF 
April 23-24, 2015 

 
Thursday, April 23, 2015 
 
CALL TO ORDER 
 
VICE-CHAIR SAM TRIVETTE called the meeting of the Alaska Retirement Management 
Board (ARMB) to order at 9:00 a.m. 
 
PUBLIC MEETING NOTICE 
 
JUDY HALL confirmed that public meeting notice requirements had been met. 
 
ROLL CALL 
 
Eight ARMB trustees were present at roll call to form a quorum. 
 
 Board Members Present 
 Gail Schubert, Chair (Absent April 23) 
 Sam Trivette, Vice-Chair 
 Gayle Harbo, Secretary 
 Tom Brice 
 Kristin Erchinger 
 Commissioner Sheldon Fisher 
 Commissioner Randall Hoffbeck 
 Martin Pihl  
 Sandi Ryan 
 
 Board Members Absent 
 None 
 
 Investment Advisory Council Members Present 
 Dr. William Jennings 
 Dr. Jerrold Mitchell 
 Robert Shaw 
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Department of Revenue Staff Present 
Gary M. Bader, Chief Investment Officer 
Scott Jones, State Comptroller 
Pamela Leary, Director, Treasury Division 
Zachary Hanna, State Investment Officer 
Bob Mitchell, State Investment Officer 
Judy Hall, Board Liaison 
 
Department of Administration Staff Present 
Kevin Worley, Chief Financial Officer, Division of Retirement & Benefits 
John Boucher, Deputy Commissioner, Department of Administration 
 
Consultants Invited Participants, and Others Present 
Stuart Goering, Department of Law, Assistance Attorney General 
Jim Chambliss, Pathway Capital Management 
Canyon Lew, Pathway Capital Management 
Roger Ibbotson, Zebra Capital 
John Holmgren, Zebra Capital 
Peter Schaffer, Zebra Capital 
Chris Dyer, T.Rowe Price 
Charles Shriver, T.Rowe Price 
Toby Thompson, T.Rowe Price 
John Plowright, T.Rowe Price 
Rosaline Jacobsen, State Street Global Advisors 
Ric Thomas, State Street Global Advisors 
Eric Wolfe, Prisma Capital Partners 
Helenmarie Rodgers, Prisma Capital Partners 
Paul Erlendson, Callan Associates, Inc. 
Dana Brown, Callan Associates, Inc. 
 
 
 
 
APPROVAL OF AGENDA 
 
MS. HARBO moved to approve agenda.  MS. ERCHINGER seconded the motion. 
 
The agenda was approved as written. 
 
APPROVAL OF MINUTES:  February 12-13, 2015 
 
MR. BRICE moved approval of the February 12-13, 2015 minutes.  MR. PIHL seconded the 
motion. 
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1.  CHAIR REPORT 
 
Chair was not present. 
 
 
PUBLIC/MEMBER PARTICIPATION, COMMUNICATIONS AND APPEARANCES 
 
None 
 
2. COMMITTEE REPORTS 
 
 A. Actuarial Committee 
 
MS. ERCHINGER reported that the new Actuarial Committee met for the first time yesterday.  
She stated the purpose of the actuarial committee is to give an opportunity to dialogue with the 
actuaries regarding the valuations and make sure there is incorporation of recommendations. MS. 
ERCHINGER advised the Board that although the committee reviewed a proposed committee 
charter that was crafted based on state statutes and outlined and roles and responsibilities for the 
committee, at the request of a committee member, additional information and review by the 
Department of Law will take place before the next meeting of the committee which is expected 
to take place in May.   
 
 MS. ERCHINGER further reported on the discussion regarding the FY '14 valuation update and 
the associated challenges that result from recent legislation that requires eliminating the lag in 
setting the contribution rate and asset smoothing, as well as completing the valuations on all the 
plans and the reviews required by statute.    She noted that it’s a hard working committee and the 
committee did review more in depth the eliminating of the lag in contribution rate and a brief 
discussion ensued on legislative intent regarding asset smoothing, but three hours didn't prove to 
be enough time to get through the agenda so some topics were placed as future agenda items.  
  
MS. ERCHINGER reported that the committee will meet again in May; items for that agenda 
include a legal report on the committee's charter, discussion of legislative intent and asset 
smoothing, and a review of the previous review actuary's findings.  She stated that the committee 
agreed to review those findings more in depth and recommend to the full Board closure or a 
course of action on each of those findings.  She said future discussion with respect to health care 
trend assumptions and other items such as payroll base and payroll growth assumptions in the 
DC health plan will be scheduled. 
 
MS. HARBO commended MS. ERCHINGER for her work. 
 
COMMISSIONER HOFFBECK questioned the ability of the committee to work without a 
charter in place. MS. HALL explained that the committee doesn’t act independently, but makes 
recommendations to the Board for action.  MR. GOERING affirmed that with the committee 
appointment by the Chair, the committee could continue meeting until the charter can be refined 
and brought forward for approval at the Board level.   
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 B. Defined Contribution Plan Committee 
 
VICE-CHAIR TRIVETTE reported that the committee heard reports from MR. BADER on the 
history of the DC Committee, an updated from Deputy Commissioner Boucher regarding the 
retiree health plan, along with an update from T. Rowe Price, who provide investment options 
for the defined contribution plans.  The committee also reviewed the legislation recently passed 
setting up Roth Deferred Comp options for employees, and services provided by Great West, the 
record-keeper for participants (now  Empower).  The committee requested that Great West 
continue its questionnaire for participants in the future.   
 
MS. HALL noted the final action at the DC Plan Committee was slight revision of the charter.  
VICE-CHAIR TRIVETTE recommends instead of current wording suggested is that we take the 
word "director" out and put "the staff." 
 
Moved by MR. BRICE and seconded by COMMISSIONER FISHER. 
 
Motion passes. 
 
 
3. Retirement & Benefits Division Report. 
 
MR. BOUCHER stated that the administration’s goal was moving the ball forward toward 
implementation of a defined contribution health plan.   
 
MR. BOUCHER next spoke about the legislative session, which included introduction of the bill 
establishing Roth contribution accounts for participants, and thanked KATHY LEA and ANDY 
MILLS for moving the legislation forward. The basic idea of the bill was to offer employees who 
are currently participating in the deferred compensation program an option to have those 
contributions taxed before they go into the account, so that the distributions, should they be a 
qualified distribution, would be tax-free. 
 
He noted that two other defined benefit bills are being tracked:  HB 90 and SB 83.  HB 47 is also 
of interest, which modifies the 2008 salary floor for certain employers that have sustained a 25% 
decrease in population between 2000 and 2010.  Another feature of that bill is that it also 
changes the interest rate that those employers would be charged from 12% to the actuarially 
assumed rate of 8%.  The impact of that bill is if a municipality should qualify, that their 
contributions would be based on their current payroll rather than the 2008 floor.  The three 
communities that are in pretty desperate situations are Galena, Pelican and St. George. 
 
KEVIN WORLEY, Chief Financial Officer, Retirement and Benefits, provided information on 
the health reimbursement arrangement established under the Alaska Statutes for the DC plan.   
MS. HARBO asked whether employees are aware of their accounts and the difficulty in getting 
members to look at their Great West statements.   She also questioned what happens to the HRA 
account when members leave since only the employer and not the employee has terminated.  
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MR.  WORLEY replied that first, at this time, participant statements do not include information 
related to the HRA account, and second, AS 39.40.430, which is exclusive benefit, defines that 
the money basically stays in the plan. 
 
VICE-CHAIR TRIVETTE followed up with a question about fees paid by the HRA.  MR. 
WORLEY replied that fees are covered within the statute and administrative code and will be 
paid out of the investment earnings from the plan. There is a letter from Ice Miller that covers the 
HRA administrative expenses and payments. 
 
VICE-CHAIR TRIVETTE requested that DRB provide the actuarial contract costs from 2006 
forward.  A summary listing is provided just by year, not what was charged for each of the plans, 
but by year of the contract that was paid to Buck, broken out between fixed fee as defined in our 
contract, and variable fee, meaning items that were asked for outside of the normal products that 
Buck would produce, such as fiscal note information, analysis.  MR. BOUCHER noted to get an 
idea of the type of scale that Buck is working in the fiscal note arena, there’s $100,000 allocation 
within the budget that is set aside for those types of purposes. 
 
4.  Treasury Division Report 
 
MS. LEARY provided an update on the status of the budget given that the legislative session has 
not yet ended.  Although not finalized, the expectation is that it will not contain salary increases, 
but will include an increment for manager fees as well as two additional investment staff.  One of 
two IT staff is terminating as a result of the IT consolidation, which is still in play. 
 
 
 
5. Chief Investment Officer Report 
 
MR. BADER gave an update on the Trumbull Property Fund and recommended that the Board 
take no action, but just be aware that the information is out there and people are communicating 
about the investment managers and how the portfolio is being invested. 
 
MR. BADER advised the Board that the funds have been rebalanced multiple times, with one 
example provided, but all transaction are on file at the office.  He advised that there were no 
additions or deletions to the watch list. 
 
MR. BADER described the morphing of accounts with some of the absolute return managers 
going into slightly different investment profiles creating funds A and B, for example.  There is a 
letter showing a transfer from Blue Glacier Fund on January 26th, and it reached a total of $18 
million.  Other transactions that took place as well during this time are also noted.  $50 million 
was invested in  the Lexington Secondary Fund which was done under the authority delegated to 
the CIO to make these investments consistent with Board policy.  There have been previous 
investments with Lexington, and they have been a good performing manager for the ARM 
Board.  
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MR. BADER’s informed the Board that money was moved into Master Limited Partnerships, 
which are primarily energy-related investments.  The price of energy has dropped precipitously; 
the stocks of the companies have dropped precipitously, and staff views this as a good time to be 
making this transfer - you make investments if you're attempting to buy low and sell high, this is 
when you do it.   
 
MR. BADER notified the Board that 300 million was transferred from cash to intermediate 
treasury pool; transferred 200 million from cash to fund the investment in QMA, which the 
Board approved a few months ago, which is a market participation strategy fund.  He noted 
additional transfers as follows: 
 

• Sold $100 million each of Russell 1000 Growth and 1000 Value to be invested in 
international markets. 

• Transferred $290 million from intermediate bond to the cash account.   
• Transferred $575,000 to the Polar Bear Fund that is managed by Prisma, then transferred 

another $365,000. 
 
MR. BADER acknowledged the resignation of Paul Hackenmueller, and noted a change in the 
relationship with Callan from Dana Brown to Steve Center. 
 
6. Fund Financial Report 
 
SCOTT JONES presented the fund financials for month ending February 28.  For the month 
ended, the PERS system had $16.1 billion; TRS, $17.6 billion; Judicial System, $172 million; 
military system, $38 million; supplemental benefit system, $3.4 billion; and deferred comp, 
$813.5 million.  Total assets were $28.1 billion, and year to date there were $734.5 million worth 
of revenues.  At the end of that time there had been two of the $1 billion transfers with the third 
one coming in in March.  He reported the change in invested assets year to date was about 
8.37%, roughly 2-3/4% was due to income. 
 
Referring to the Actual Asset Allocation vs. Target, MR. JONES noted that everything was 
within the bands and near its target for all the plans.  He said March income was down for the 
month; with about $92 million worth of losses for the defined benefit and DCR non-participant 
directed plans, but in April it is up to $369 million, so the year-to-date gains were about $832 
million, or an increase of about 3.7% in assets due to income.  He reported that as of Monday, 
total non-participant directed assets were at about $24.3 billion. 
 
MS. HARBO asked if the third billion dollar transfer was received;  MR. JONES replied that it 
did in March.  VICE-CHAIR TRIVETTE stated that it is not reflected in the reports yet, but the 
March report is posted on the website. 
 
MS. HARBO requested clarification of the funds for DC people.  MR. WORLEY noted that just 
because members retire doesn’t mean they are out of the system, and that a disbursement listing 
of the DC refunds that occurred wasn’t listed, but going forward he is going to try and do that on 
a quarterly basis. 
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7. Private Equity Tactical Plan 
 Action:  Resolution 2015-02 – Private Equity Plan 
 
ZACH HANNA, State Investment Officer, reported on the private equity staff presentation as 
part of the annual review and planning cycle for the Board's investments in private equity.  A 
detailed written plan can be found in the Board packet.  He noted that Abbott, Pathway, and 
Callan have all reviewed the plan and the recommendations.  MR. HANNA provided an 
overview of the private equity asset class, a market review, a discussion of the ARMB portfolio, 
and the recommended 2015 tactical plan.   
 
MR. HANNA provided further background on the motivation, attributes and structure of private 
equity.  Private equity groups generally make illiquid, long-term investments in private 
companies.  Fund sponsors invest in private equity for higher returns with diversification as a 
secondary factor.  The Board's return expectation for private equity is 350 basis points over the 
Russell 3000 index.   
 
MR. HANNA reviewed the private equity market:  2014 was the fifth strong year for private 
equity exits and liquidity and was a big step up from 2013.  The largest source for liquidity is the 
M&A market, which is mainly the sale of private companies to strategic corporate inquirers.  
This market had a large increase in 2014 with 278 billion of activity.  The second largest source 
of liquidity is the public equity market through initial public offerings.  This market increased 
$122 billion in 2014 and remains very active for both buyout and venture capital partnerships.  
Remaining source of liquidity is through recapitalizations.   
 
MR. HANNA reported that since inception, the ARMB private equity program has generated 
$800 million in additional fund value compared with investing in public markets alone.   For 
2014 the strong exit environment and the maturity of the ARMB's portfolio resulted in record 
distributions of $482 million with distributions increasing annually for the past six years.  He 
noted that investment activity increased also to $329 million in 2014, in line with the market.  
MR. HANNA stated that overall the portfolio was a significant cash generator for the retirement 
systems providing net cash flows of $153 million, 9% of beginning asset values.  2015 
distributions to date through March are on a similar pace to 2014 with a modest increase in 
contributions.  He said returns have been relatively strong, with an internal rate of return or IRR 
since inception of 11.1%.   
 
MR. HANNA described the portfolio as well diversified by strategy.  The targets are 25% to 
venture capital, 40% to buyout, and 35% special situations.  The portfolio is close to these 
guidelines and staff expects diversification to remain in line with long-term targets.   
 
MR. HANNA stated that the commitment target for 2014 was $450 million and that during the 
year, $594 million was committed to 31 partnerships: 177 million by Abbott, 182 million by 
Pathway, and 235 million directly.  The direct commitments were over target largely due to the 
$100 million investment in KKR Lending Partners in December. 
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MR. PIHL inquired about special situations.  MR. HANNA replied that special situations are 
probably the least special of the categories; in some sense venture capital is probably the most 
special in terms of where access is at a premium and where it's probably most difficult to get 
access.  That is some of what is reflected in the direct portfolio is that we haven't done any direct 
venture capital.  It's a more targeted risk exposure and access is more difficult.  There’s also a lot 
of venture capital exposure through our other two managers.  However, of the multi-strategy 
funds that have been done, such as Warburg Pincus, they do have some venture exposure 
embedded in the portfolio; and the secondary fund investments that we've also done as part of 
the direct investments also have some venture capital exposure.   
 
MR. HANNA described the staff recommendation commitment target for 2015 is $197 million 
for both Abbott and Pathway; and $125 million for direct partnership investments with a gradual 
annual increase.  He pointed out the Board's private equity allocation model showing forward 
commitment estimates and rejections as a percentage of the total fund.  With the projected 
commitment pacing, private equities should move to its recommended allocation target of 10% 
over the ten-year planning horizon, and will likely continue to be below this target over the 
short-term.   
 
The staff recommended that the Board adopt Resolution 2015-02 approving the 2015 Annual 
Tactical Plan.   
 
Motion to adopt Resolution 2015-02 approving the 2015 Annual Tactical Plan made by MS. 
HARBO and seconded by MR. BRICE.   
 
A roll call vote was taken, and the motion passed unanimously. 
 
VICE-CHAIR TRIVETTE recessed the meeting from 10:23 a.m. to 10:39 a.m. 
 
 
8. Pathway Capital Management 
 
MR. CHAMBLISS provided a company overview.  He stated that Pathway has devoted more 
resources in the area of secondaries, which MR. CANYON will speak to,  and devoted more 
internal resources to secondary transactions.  Pathway has devoted resources to co-investments 
alongside our general partners on a no-fee and no-carry basis for some of our clients who have 
asked.  He said assets under management now at $30.4 billion, compared to $28.6 last year with 
personnel growing to 118 partners and employees compared to 105 previously. 
 
MR. CHAMBLISS stated he is proud of the depth and the size of the organization which has 19 
partners who remain 100% independent and employee-owned.  The support staff consists of 23 
people in accounting; three now in compliance with the chief compliance officer; six in tax; four 
in legal.   
 
MR. CHAMBLISS described the current environment, focusing on the headline topics in private 
equity: the primary topic of discussion within private equity in 2014 was record liquidity; $500 
billion of M&A activity for private equity-backed companies is a record, 80% larger than 2013, 
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and 20% larger than the last record, which was 2007.  He also noted the record number of IPO 
issuances of $70 billion.   
 
Next, MR. CHAMBLISS discussed SEC scrutiny of the private equity class specifically in the 
areas of fee disclosure, fee transparency and fee allocation. He reported that Pathway sent out a 
very lengthy questionnaire to the general partners on these topics and was pleased with the 
information received.  He noted that despite concern early on, it is going to increase 
communication, increase transparency, so sometimes additional oversight as investors of the 
asset class is a good thing.   
 
MR. CHAMBLISS then described the ever-increasing competition and growth of the asset class, 
focusing on rising prices. He stated that coming out of the financial crisis, 2014 is actually the 
lowest in terms of year-over-year increase in investment pacing.   
 
MR. CHAMBLISS spoke about venture capital space with prices are rising, returns have been 
great in this space.  He noted the new term of “unicorn” which made the cover of Fortune 
magazine and is a venture capital private investment that reaches a private valuation at 
investment of a billion dollars or greater.   There were 80 of these transactions in 2014.   
 
MR. CHAMBLISS discussed restraint on money being put to work - a combination of increased 
fundraising with limited capital, resulting in a concept called dry powder. He said this is 
essentially money sitting on the sidelines that’s been committed to private equity funds that has 
yet to be put to work.   COMMISSIONER HOFFBECK expressed concern about money sitting 
on the sidelines and asked about the best strategy in investing these funds. 
 
MR. CHAMBLISS stated market timing in a liquid asset class is very hard to do, but market 
timing in an illiquid asset class is impossible.  So you need to be very consistent year in and year 
out and be aware and knowledgeable of everything that sort of goes on, with a laser focus on 
investing with the most consistent, the most experienced, the most well-networked and cycle-
proven managers in the world.  The belief is that you will continue to outperform the public 
markets by a healthy margin.  The prudent approach is to be very consistent in this asset class 
year in and year out. 
 
COMMISSIONER HOFFBECK clarified that his concern wasn’t so much pulling back, but  
making a commitment if we have an idea whether we're going to need to have a cash call in a 
year, three years, or five years and this makes a difference on how money is invested until the 
call occurs.  MR. BADER stated the commitments are in place to Pathway and to other 
investment managers and real estate infrastructure, all the asset classes, but it is difficult 
sometimes to put assets to work.  Investment managers will be measured on the basis of their 
investment performance. He noted that the portfolio has a lot of illiquid classes that are not up to 
the target.  It takes a long time to get to the 10% and that’s the challenge, but the funds are kept 
in public equities while it's waiting to be invested in private equity.   
 
The final topic MR. CHAMBLISS discussed is oil prices and the impact on private equity. He 
stated that Pathway is not going to force money because of an interesting market.  Prices are 
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rising, so we will stay the course using the same prudent approach, investing with the most 
respected, the most successful, well-networked and well-resourced private equity firms out there.   
 
MR. BRICE asked to point out some bullet points on what was learned.  MR. CHAMBLISS 
replied:  

• Significant increases in fund size.   
• Due diligence.  The impact of this ever-increasing fund sizes, strategy drifts, 

purchasing different types of companies, and we saw it.  When firms are successful, 
they're going to raise ever-increasing fund sizes. 

• How the money was made.  The underlying company's leverage and purchase price 
arbitrage or purchase price increases from buy to sell were a significant component of 
how money was made historically.  Look at how these general partners have made 
money through this cycle.  An important component is setting aside making money 
off leverage, making money off multiple arbitrage, but more along the lines of what 
are they doing with these businesses?  Are they making them more efficient?  Are 
they growing revenues?  Are they growing cash?   

• So believing in something that's sustainable going forward.   
 
MR. ERLENDSON requested a view about whether or not the environment has changed in 
conjunction with the aging of people that were maybe the principals at the firm ten or 15 years 
ago and whether that is changing the way they evaluate the people within these organizations. 
MR. CHAMBLISS responded that private equity is very much a people business, when doing an 
analysis on historical companies, but at the end of the day investing in investment managers.   
 
MR. LEW reported on portfolio update focusing on five main areas:  new commitments, current 
diversification, cash flow activity, recent performance, long-term performance versus 
benchmarks.    
 
Before delving in to the five areas, MR. LEW pointed out overall portfolio highlights: 

• The portfolio has continued to perform very well since the last Board presentation in June 
of last year.  With respect to new commitments, 452 opportunities were reviewed and 
added 19 partnerships to the portfolio over the last 12 months, committing 231.5 million 
on the ARM Board's behalf.   

• Performance has been good with gains of 123.5 million, and one-year return of 15.8% in 
2014.   

• The underlying portfolio continues to grow.  It now totals over 2,000 active holdings.   
Quite a few IPOs and exits from the portfolio led to record distributions last year.   

• Stayed active with respect to monitoring the portfolio, which included attending 48 
annual meetings, participating in 186 advisory board and monitoring meetings, and 
conducting 67 one-on-one meetings with managers in your portfolio.   

 
COMMISSIONER FISHER asked about the valuation.   When returns are shown, how are assets 
valued that haven’t been exited from.  MR. LEW responded they would use the valuations that 
are provided by the general partners of the funds themselves.  Those values are assigned for 
buyout investments based on using public comps, transaction comps, discounted cash flow, 
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modeling, things like that.  For venture capital funds, those investments are typically valued at 
the last round of financing, or using comps if it's been a while since the last round is raised.   
 
COMMISSIONER FISHER requested clarification for the footnote on slide 18 that talks about 
the valuation asked if his understanding is correct that approximately 20% of the market value 
had not provided data?  MR. LEW responded affirmatively. He said there is a lag when private 
equity general partners provide their financial statement's information and the year-end financials 
must go through the audit process.  At the time of printing, there was still about 20% outstanding 
but in the subsequent two and a half weeks Pathway has received all of the information and the 
numbers are substantially similar to what is shown today.   
 
COMMISSIONER FISHER inquired whether the estimated values are pretty representative, 
pretty accurate when an exit takes place.  MR. LEW responded that the move to market-to-
market in the private-equity industry always kind of raised some concerns.  People have been 
very conservative in their valuations and would see a nice uplift upon exit.  There was some 
worry that some of that conservative bias would be lost in the market-to-market movement, but 
have found that there still is some room for uplift upon exit.   
 
MR. LEW reported that portfolio diversification at the company level shows diversification 
based on the market value of the portfolio's current 2,075 underlying holdings.  Overall, the 
portfolio has grown by about 230 active holdings since the last Board presentation.  It remains 
well diversified by strategy, industry, and geographic region.   
 
MR. LEW noted that contribution activity picked up in 2014 and was the highest level since 
2007, with distribution activity not only picking up but has in fact increased for the last five 
consecutive years totaling a record 247 million in 2014.  The portfolio's been cash-flow positive, 
meaning that distributions exceeded contributions for the year.  It's been cash-flow positive in 
each of the last four years. He reported that the first quarter of this year is a bit of an outlier in 
that three secondary transactions were completed during the quarter, and for the secondaries the 
majority of the capital is going to be funded on day one.  COMMISSIONER HOFFBECK 
requested explanation of the secondary investment. 
 
MR. LEW responded that secondary transactions result from situations where investors invest 
into private equity partnerships, called primary funds.  They seek to exit those, so they sell them 
on the secondary market, which provides investors an opportunity to purchase those interests at a 
discount to NAV.  This is an opportunistic way to acquire portfolios from highly thought of 
managers that have some pretty good insights.   Typically they are funds that are already in the 
portfolio or in the broader Pathway portfolio where there is good insight into upcoming events 
and things like that where the price is favorable, so the holding period's typically shorter. 
 
MR. LEW concluded with an update to a figure first shown to the Board last year that quantifies 
in dollar terms what a 530-basis-point premium to the Russell 3000 really means if you asked the 
question: What would my return have looked like if I instead took the cash flows that had been 
invested into the private equity portfolio and simply invested them into the Russell 3000 index?  
He stated the answer is the private equity portfolio generated an incremental $374 million in 
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gains since the program's inception, or essentially twice the gains that you would have had had 
you just taken those cash flows and put them in the index.   
 
VICE-CHAIR TRIVETTE thanked Pathway for the presentation. 
 
COMMISSIONER HOFFBECK moved to go into executive session.  MR. BRICE seconded the 
motion. 
 
The Board was in executive session from 11:31 a.m. until 11:51 a.m. 
 
When the Board came on back on record, VICE-CHAIR TRIVETTE stated that the Board 
discussed issues in executive session and there was no action taken. 
 
VICE-CHAIR recessed the meeting from 11:51 a.m. to 1:16 p.m. 
 
 
10. ZEBRA CAPITAL 
 
Presenters for Zebra Capital are Peter Schaffer, the chief operating officer; Roger Ibbotson, 
founder chairman and chief investment officer; John Holmgren, the president.    
 
MR. SCHAFFER provided a history of the company before talking about the Zebra Capital U.S. 
micro-cap strategy.  Zebra Capital was founded in 2001 by Roger Ibbotson and Zhiwu Chen, 
former Yale professors.  It is a fundamentally based systematic equity firm that runs a series of 
different investment products, both long-only and long/short.  It has decades of research related 
to these processes and is a very established firm for practical implementation of these products 
and a very open collegial environment that's both transparent and open communication.  The 
firm has about $900 million in regulatory assets under management that's reported to the SEC.  
It's about 5% on long-only assets and 42% on long/short portfolios.  A breakdown by investor 
type is 62% on the pension side, 24% institutional, 11% on fund-to-funds, and 3% on mutual 
funds.   
 
MR. IBBOTSON presented the research and philosophy of Zebra showing the long run 
performance in the stock market versus the bond markets starting in 1926 with a dollar invested 
to 2014; shows the large-cap stocks with a 10.1% total return over this period. There is 
tremendous growth over time with a 10% return growing to over $5,300.  He noted that in small 
cap stocks, you see that a dollar over this 89-year period actually grew to over 27,000 times your 
money.  There is only an extra 2% return in small caps.  He said the small-cap space is an 
especially interesting space to get some good returns over the long run.   
 
MR. IBBOTSON went on to describe this liquidity premium.  He said all of the products are 
always research-based.  The chart shows a dollar invested in the Russell 3000, a dollar invested 
in value stocks, and a dollar in growth stocks.  The real key here is buying the less liquid, that 
being less popular stocks.  The less popular stocks, the less liquid stocks have substantially 
higher returns, and the most liquid, kind of hot stocks have substantially lower returns.   
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MR. IBBOTSON reported that at the request of staff, Zebra put together a strategy to go for the 
big differences just looking at the micro-cap universe itself now.  This comes with a Russell 
Microcap universe.  There's almost a 10% difference in returns between the less popular and the 
more popular.  Less popular stocks have lower risks and less popular stocks have a 20% standard 
deviation where the most popular hot stocks have a 34% standard deviation. 
 
MR. HOLMGREN provided a clarification to Mr. Ibbotson’s remarks:   That the intersection of 
the less popular and strong fundamentals, is what we're buying.  What we're doing is we're 
adding another dimension and that's this popularity dimension as a way of identifying stocks that 
are overlooked.  He said Zebra is trying to find stocks that are overlooked, yet good companies, 
with the idea that they'll be recognized in the future, so the idea is to find stocks that are less 
popular today, that are fundamentally strong and will become popular in the future.   
 
MR. BRICE requested a definition of interest whether it is trading volume on the market.   MR. 
HOLMGREN replied that is correct, what we seek is for tangible metric of interest, so we're 
using turnover, and share turnover in particular – the number of shares traded relative to number 
of shares outstanding.   
 
MR. HOLMGREN described the product in general, starting with the objective:  To generate 
consistent returns regardless of market environment.  Looking at the strategy, there is a slight 
value tilt so more of a core value, but much different than a traditional value manager and 
relative to other peer groups, very non-correlated.   He noted that the target is about 2% 
annualized excess return above the index, seeking a beta in volatility of less than or similar to the 
Russell Microcap benchmark with no leverage in the strategy.  He stated that at around 70% in 
turnover,  realizing turnover is going to be something close to 50%, but 50 to 70%, in that range.   
 
MR. HOLMGREN stated that one of the issues with this strategy is it's a capacity constrained 
and in the current environment, about $500 million of AUM calls for careful managing. 
 
He further described the strategy characteristics: 

• Zebra strategy is an implementation of academic research. Zebra is built around strong 
academics, but also with a lot of practical experience.  He on the implementation side; 
Peter Shaffer on the risk and oversight side.  

• Secondly, a systematic use approach, not using factor models, rather an algorithmic 
process, very straightforward and very systematic implementation of process.   

• Using behavioral concept. The whole idea of popularity is we really want to use a 
contrarian-like strategy where we want to go where other people aren't.  And the whole 
idea of that four-by-four of the very popular micro-cap names do about 10% less 
annualized than the less popular names with much higher volatility.   

• The unique nature of Zebra’s strategy leads to portfolios that then to be relatively non-
correlated with other investment strategies. 
 

MR. HOLMGREN noted the criteria excludes the most highly traded names, so that quartile is 
being excluded from the universe and it also excludes the names that have the highest price 
impact.  Using a metric called Amihud looking at how many shares or how much dollar volume 
does it take to move a stock by a certain percentage, looking at with high earnings yields or low 
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P/Es, both on a forward and trailing basis, and also looking at a strong profitability and quality 
for what's there.   
 
DR. JENNINGS requested clarification regarding that second bullet, noting that it seems to be 
exactly the point of the strategy, the popularity seems to be that metric and asked what is the gap 
between the theoretical when you spun the tapes and came up with the table, and what we lose 
with that second bullet by excluding the most illiquid.    
 
MR. IBBOTSON responded that originally everything was viewed as liquidity and it turns out 
that Amihud is a better measure of liquidity because it measures price impact, so the high price 
impact stocks are excluded; those are the most illiquid, but the lower turnover stocks are still 
captured.   
 
MR. HOLMGREN then described the portfolio construction, looking at the sectors relative to the 
benchmark, keeping them at a market capitalization weight, then weighting the names with the 
investors by their revenues, and by their sales.   
 
COMMISSIONER FISHER requested follow-up about the transaction cost assumptions as well 
as the length of forecast and the trading strategy for execution.  MR. HOLMGREN responded 
that they used the ITG OPTI-3 model in estimating the transaction costs and assuming a 
transaction cost of 1.14% per year.   To implement the portfolio, it would be less than a week to 
get in at 75 million.  How we would trade this is a combination of a peer-to-peer trading, a buy-
side trading network as well as with the typical kind of smaller cap brokers.  So we'd be trading 
with UBS, Credit Suisse, Liquidnet, Morgan Stanley, ITG.   
 
COMMISSIONER FISHER inquired that if these are less popular, is there a lot of opportunity 
for your peer-to-peer or your Liquidnets or others?   MR. HOLMGREN replied this is definitely 
the case.  He said the portfolio is holding 254 names out of a 1,560 stock universe, so about a 
16% of the universe, and if you jump down to the active share, you have a 75% active share, so 
only about a 25% overlap with the index.  MR. IBBOTSON added that because the bid-ask 
spread is actually a little lower on this portfolio than on the overall universe, because we're 
taking out these big price impact names, the turnover rates are substantially lower on this 
universe.   
 
MR. SHAW asked a twofold question.  (1), at page 15, which has the annualized or the annual 
returns.  Without looking at a particular year but just a general economic environment, when 
does this type of strategy underperform?   (2),  on the issue of competition, if you believe in 
efficient market hypotheses, eventually competitive advantage gets dissipated because other 
smart people figure out what you're doing and replicate it and a lot of the excess returns go away, 
which has happened with numerous strategies.   
 
MR. IBBOTSON responded to the first question by relating other studies that have been 
performed, showing where this really will underperform is in bubbles of any type.  It's the 
popular stocks that do well in the bubbles; the less popular stocks do much worse in the bubbles.  
So you do the worst in bubbles; you do the best when bubbles pop.  In other studies, the worst 
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bubble was actually 1999.  And the performance of our strategies on backtest did poorly in 1999, 
but they did great when the bubbles popped in 2000 to 2002. 
 
Responding to the second question on competition, MR. IBBOTSON stated that something is 
always going to be unpopular.  If you think of just metrics, metrics can catch on; but the nice 
thing is the metric is picking up popularity and popularity's going to shift between one stock and 
another.  So in general markets move toward efficiency, but there's always some aspect of the 
market that becomes unpopular and actually would benefit when the popularity shifts.   
 
MR. ERLENDSON stated that one of the key elements about this is the whole efficacy of the 
turnover about rebalancing the portfolio, which he thinks and MR. HOLMGREN confirmed that 
it is rebalanced twice a year.   MR. ERLENDSON wondered if there is any timing risk; is there a 
better time of a year to rebalance given that the other index providers have June and year-end big 
activities for rebalancing, is that a plus or a minus for the efficacy of realizing the gains that are 
sought?   
 
MR. IBBOTSON responded that rebalancing generally occurs after the earnings reports are out.  
MR. HOLMGREN added that it is off cycle on the rebalancing and that here it is intra-month 
rebalancing.   
 
MR. HOLMGREN summarized noting that this is a unique behavioral finance strategy that has 
been developed, combining the academic with practical experience.  This generates very 
consistent returns.  That 4% number holds up and is expected to continue going forward.   
 
DR. JENNINGS noted briefly about being involved with Dimensional, and them having a patient 
trading strategy; this seems like this would be a natural place to apply something like that, and 
yet we heard that you're going to implement twice a year within a week.   MR. HOLMGREN 
stated the rebalance period is not over a week.  DR. JENNINGS stated you're saying you can get 
implemented very fast, you can move the portfolio around very quickly, and yet that seems to go 
against the kind of more patient trading when this seems a natural place to apply that, be a 
market maker and wait for people to come to you.  He also mentioned a concern about the gap 
between the academic research and what will ultimately get implemented.   
 
MR. IBBOTSON responded that the academic research is just semi-annual rebalancing, but in 
general we always try to have patient trading.  We may not use the exact methods that 
Dimensional Fund Advisors uses, but this is an area where patient trading pays off; we never 
have to do a trade.  We've got 250 stocks in this portfolio so you don't have to implement these, 
implement everything and get it done in a day or a week.  What we're illustrating is if you 
needed the money, not that Alaska would need the money in a week but if you needed the money 
stocks are actually liquid enough that we could give you the money in a week; we wouldn't feel 
that we would want to trade it that way, generally.  MR. HOLMGREN added that this is not an 
aggressive product; it is much more of a slower trading, and the trade cost is using much more of 
a passive trading methodology.   
 
DR. MITCHELL expressed an interest in the backtesting procedures.  MR. IBBOTSON 
responded that the strategy in many ways came through discussions with the staff after looking at 
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slide 8, which was from a published study "Liquidity as an Investment Style," which won the 
award for the best paper in the Financial Analyst Journal in 2013.  He noted that in this study, 
sixteen different portfolios were looked at, independently sorted in terms of popularity, which in 
this case is the turnover rates (which is the same method we're using in the product), then divided 
into the categories of micro-caps, small-cap, mid-cap, and large-cap.  MR. IBBOTSON stated 
that in looking at these published results, Staff recognized that there would be benefits to actually 
applying this in the micro-cap space.  He said it works everywhere, but the micro-cap space is 
the best place it works.   
 
MR. HOLMGREN added that being very careful using forward information and look-aheads as a 
part of the backtest  and now showing results that can’t be delivered. He noted there is a cross-
check on the charts, page 9. 
 
MR. BRICE asked if the 250 stocks were weighted towards a particular economic sector, or is 
there a particular weighting?  MR. HOLMGREN answered that construction is sector neutral, 
cap-weighted sector neutrality, and then weighted by revenues within each of the names 
themselves.   
 
MR. BRICE requested information on the assets under management or this strategy is right now.   
MR. HOLMGREN replied that there is no money being managed in the micro-cap space; this is 
very specialized to the Board and a few other accounts.  MR. BRICE asked for clarification on 
the number of accounts, and MR. HOLMGREN replied there are three or four accounts of Board 
size.   
 
 
11. T. Rowe Price 
 
MR. BADER introduced T. Rowe Price, a firm with over a 20-year relationship with the State, 
primarily an investment manager for all of the defined contribution programs with over $2 
billion worth of assets under management.   
 
CHRIS DYER added to Mr. Bader’s introduction: the working relationship is over 23 years, with  
over $3 billion in assets, an extremely significant relationship and one of the top two largest 
public fund relationships and it is the second oldest public fund relationship with T. Rowe.  MR. 
DYER introduced John Plowright, a client service executive based in San Francisco; Charles 
Shriver, a member of the asset allocation committee and portfolio manager; and Toby 
Thompson, a co-portfolio manager. 
 
MR. PLOWRIGHT provided additional details related to the client service team based in San 
Francisco, as well as additional members of the T Rowe Price team assisting on the ARMB 
mandate.   
 
MR. SHRIVER reviewed some of the relationship milestones over the last 23 years with the 
State of Alaska, including the balanced trust evolution in 1992, the long-term balanced trust in 
2001, and the extension of the retirement glide path in 2009 and the investment lineup expanded 
to include retirement date trusts out to 2055 which became the default option across all the 
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PERS, TRS and SBS plans.  He noted there were also investment enhancements to a number of 
the underlying trusts in 2013.   
 
DR. MITCHELL asked  if the glide path is redone every once in a while to adjust for 
contemporary interest rates, for example, and other factors, or is this research that's done and it 
stays this way forever?  MR. SHRIVER replied that it is a long-term evaluation.  It is evaluated 
regularly.  It is based upon long-term return assumptions in terms of the varying asset classes. 
DR. MITCHELL then inquired about the ten-year treasury assumption on fixed income.  
MR. SHRIVER responded that there is about a 4% return on the glide path over a longer term. 
 
COMMISSIONER FISHER inquired if there is any thought that in this environment that bonds 
really, today, are not that conservative as an instrument in light of the current interest rate 
environment.   MR. SHRIVER responded that the bonds offer an effective ballast to equities, that 
there are risks in bonds that have been less pronounced in recent years as rates have moved 
lower, but that there have always been interest rate risks, and it is likely to be a more dominant 
risk going forward, which is actually a key consideration in terms of enhancements made to the 
bond trust, in terms of a lesser duration profile than the aggregate index.   
 
MR. SHRIVER continued with his presentation, adding that a key part of the glide path is really 
the higher equity allocation to support and sustain lifetime income over a 30-plus-year in 
retirement investment horizon, and acknowledging the role of asset allocation in the success of 
these portfolios.  He noted that as enhancements were made, the glide path did not change, but 
rather introduced sectors that were felt would improve investment outcomes and key risk 
scenarios, such as rising interest rates. 
 
MR. ERLENDSON asked how tight is adherence to these target weightings within this structure 
along the glide path and if the asset allocation committee has some latitude about running high or 
running low relative to these target weights.  MR. SHRIVER responded that looking at the 
segments within the bond trust, the portfolio manager has the ability to shade weightings among 
these sectors or duration in the bond trust;  with regard to the views of the asset allocation 
committee, within the balanced and the longer balanced trust, overweights and underweights in a 
modest fashion are used to reflect the views of the asset allocation committee.  He noted that 
with the glide path portfolios for Alaska, given the emphasis on tracking error and risk control, 
the glide path allocation is adhered to. 
 
MR. SHRIVER reminded that board of the importance of the investment horizon which is taken 
into consideration when making the recommendation to implement these enhancements.  He 
stated that this really is a long-term investment horizon, not looking out six to 12 months where 
interest rates might be, but where rates will be over the next six to ten years.  He said the firm 
believes that from these low levels higher interest rates will occur, and this will be a beneficial 
profile for the bond trust.   
 
MR. THOMPSON provided a brief update on assets under management.  He stated that total 
assets are roughly $3.5 billion today, up nearly $300 million from this time last year.  T Rowe 
Price manages 16 options for Alaska.  MR. THOMPSON said that he and Mr. Shriver are 
responsible for all the asset allocation portfolios, which is roughly $2.6 billion, with the bulk of 
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the assets remain in the balanced trust with the remainder in the long-term balanced fund. The 
two together are 70% of the asset allocation assets, with the remaining 30% spread across the 
target retirement trust.   
 
MR. THOMPSON then turned to performance focused on the one year, with the balanced trust 
up about 5.8%, and the long-term balance, because it's higher equity allocation, up about 7.35%.  
He noted that the 150 basis point difference again, is principally from the equity weight.  MR. 
THOMPSON stated that over the past year U.S. equity markets are up 14% while non-U.S. 
equity markets were flat over that period, and  U.S. equities returned in the high teens on an 
annualized basis for the past seven years which probably won’t be seen going forward.   
 
DR. MITCHELL asked about the symbol of T. Rowe Price.   MR. DYER responds that this goes 
back prior to our relationship with Alaska.  Jim Riepe, the vice-chairman at the time, was 
brought in to grow the defined contribution plan business, and came up with the bighorn sheep.  
The thinking is it's sure-footed in a wide variety of terrains and then underneath that was the tag 
line, which we continue to use, which is "Invest with Confidence." MR. DYER described the 
goal was to get clients and have them for a long period of time, which has been successful with 
Alaska because T Rowe has been fairly sure-footed across a wide variety of terrains.   
 
MR. BADER noted that ARMB has about $700- or $800 million in assets not included in the 
presentation today: a small-cap mandate and two stable value mandates.  He stated that a 
presentation on small-cap, which has had a change in management, and a presentation on the 
stable value and interest income funds would be scheduled for the next Defined Contribution 
Plan Committee meeting.  .   
 
COMMISSIONER HOFFBECK noted that looking at retirement and investment, how does one 
invest leading into retirement?  A consideration is that having a defined benefit plan, knowing 
that a large percentage of your retirement would be covered by your benefit plan really changes 
that glide path.  And if there was some way to create a metric where somebody that said I'm 
going to have 70%  or 80% of my costs covered by my defined benefit, I might want to invest a 
little bit more aggressively, which glide path should I actually be on. 
 
MR. DYER replied that T. Rowe manages the retirement date funds for the New York State 
retirement plans, and the same issue has been discussed: when you put them all sources of 
income together, including social security, and other retirement accounts, the thinking was yes, 
at the individual level accept a higher equity allocation because those other sources have more 
fixed income characteristics.  So there is validity to that. 
 
MR. BADER’s stated that your defined benefit is almost like your fixed income characteristic, 
then you can take a lot more risk with your equities.  He noted that it would be a worthwhile 
project to revisit for a presentation when we have the stable value and small-cap presentations, 
along with an update on the impact of the required distribution on the federal level.  MR. 
BADER stated that we have a glide path that contemplates that you take 4% of your original 
amount and then increase the withdrawal yearly by the rate of inflation, then calculate the 
likelihood that you will outlive your money or not outlive your money.   However, when you get 
into the years out, the required minimum distribution is greater than 4% and then what is the 
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impact.  MR. BADER requested that T Rowe Price be thinking about that for the next 
presentations.    
 
VICE-CHAIR TRIVETTE agreed with Mr. Bader.  He noted that the DC Plan Committee is now 
working with DRB to get some idea of what our DC members understand and what they know 
about, but it might be another year before they have good data separated by DC versus DB on 
this. 
 
MR. BRICE inquired on the change allowing investments into Roth IRAs. MR. SHRIVER 
clarified that the State just approved the addition of having Roth-deferred compensation plan for 
the State.  MR. DYER noted that if you would offer the Roth, individuals would be able to invest 
in the Roth through the State, and then the question is what would be the underlying investments 
that they would be able to choose through that vehicle.  
 
VICE-CHAIR TRIVETTE recessed the meeting from 2:52 p.m. to 3:03 p.m. 
 
12. State Street Global Advisors 
 
MR. BADER introduced Rosalind Jacobsen and Ric Thomas of State Street Global Advisors, 
who have a number of investment mandates that they operate for the Board. 
 
 MS. JACOBSEN introduced her colleague, Ric Thomas, who is the head of strategy and 
research for SSGA's asset allocation team, who will present two of the strategies in particular 
that are in the newest group of strategies that SSGA manages on behalf of the State of Alaska, 
the managed volatility strategies.  She stated that Mr. Thomas was one of the chief architects for 
developing this strategy launched by SSgA in 2007. 
   
MR. JACOBSEN provided an update on State Street Global Advisors: State Street Global 
Advisors is a 2.45 trillion with assets under management, with a broad range of investment 
strategies. She noted that the firm has 2,400 employees worldwide across 27 global offices, 
which allows the firm to have employees in the time zones where the assets are being managed, 
and also allows 24-hour trading capabilities.  She said SSGA has a hundred billion in assets 
under management for alternative beta strategies.   
 
MR. THOMAS described the concept of the strategy of low-vol investing is that it's low 
volatility, noting that the exciting thing is these portfolios have a beta of around .7, .6, maybe at 
the high end .75 relative to the equity market.  He said that what that means is that you could 
potentially allocate more money to the equity market than otherwise would be the case and 
maintain relatively the same risk.   
 
MR. THOMAS next described the assets under management:  with regard to equity advanced 
beta, factory-tilted portfolios are about $70 billion as of the end of December of this year, low-
vol total is about $6.8-$6.9 billion - up from zero in 2007.  He noted that this is a relatively new 
initiative, but now with seven solid years of performance it's done exactly what had been hoped 
for.  MR. THOMAS described the objective of the strategy is to give market-like returns, not 
trying to outperform the market here, just market-like returns.  
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DR. JENNINGS inquired about others that have approached the minimum volatility kind of idea 
by imposing industry neutrality constraints.  He noted that by imposing an overall limit and yet 
trying to get the minimum variance, if there could be a comment on the choice made in allowing 
the industries to differ pretty radically from the underlying index versus using that as a 
constraint. 
 
MR. THOMAS responded that it is correctly pointed out there are absolute constraints, not 
benchmark relative constraints, which means in having a low total volatility portfolio, there is 
probably going to be some tracking error associated with that.  He noted that the portfolio is built 
in a benchmark agnostic fashion, to construction the lowest vol portfolio possible.  MR. 
THOMAS pointed out that the more benchmark relative constraints put in the portfolio, the more 
it acts like the benchmark, and the tighter industry constraints are imposed and the tighter that 
capitalization constraint in the limit imposed, the portfolio will become like the cap-weighted 
index at the end of the day.   
 
MR. THOMAS next described the ex-ante - ex-ante being the Latin word for predicted, predicted 
beta and reduction in risk.  Predicted beta is about a .75 beta, but we're generally around a .6 beta 
to the marketplace.  It moves around a bit, going up to .75, even close to .8 at one point, but 
generally around .6.  The reduction in risk is around 30%.   
 
MR. SHAW noted that there is a lot of data on the betas and wondered how do you correlate it 
going from December '08, January, February and March '09.  MR. THOMAS explained that the 
strategy in total return space is still going to show a correlation to the market and it's probably 
going to be greater than .8 on average.  It's generally going to be higher.  The correlation will fall 
if there's either a meltdown or a melt-up in the marketplace.  That's when the correlation will fall 
down to about that .7 level.  But it's hard to get the correlation much lower than that, since 
inception the strategy has outperformed by 85 basis points.  But the volatility reduction is the 
key, down 32%; 11.88 versus 17.51.   
 
VICE-CHAIR TRIVETTE inquired how far back the backtesting looked.  MR. THOMAS 
replied it was originally backtested back to the early 1990s at the start of the strategy.  The 
hardest period to ever be in the strategy would have been 1998 and 1999 when was some 
significant underperformance, but you just hoped that investors would hold on.  What you don't 
want are people to then sell out after a bad year and then miss the fact that it was a bubble.   
MR. THOMAS continued with the review of other strategies, including global and emerging 
markets, which has performed pretty well.  
 
MS. JACOBSEN asked Mr. Thomas to talk about risk mitigating strategies since managed 
volatility is a very effective risk mitigating strategy, but it is one type of strategy in a wide range, 
and how will this perform vis-a-vis other potential downside risks production strategies.   MR. 
THOMAS said he has seen investors take equity exposure synthetically, doing things like buying 
swap options or call options,  and if the market falls significantly it doesn't lose money, just your 
premium, and you participate in the upside.  He said that the problem is that those are negative-
carry positions, because you have to buy the call premiums, and that takes the distribution of the 
equity market – in just trying to slice off the tails, you get something a little bit narrower.  The 
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problem with doing that is then you get off the upside, which is the whole reason you're in the 
equity market in the first place is to benefit from the upside.   
 
VICE-CHAIR TRIVETTE inquired as to how much money is in State Street in this area?   
MR. THOMAS replied with the exact methodology that we went through we have about $3.5 
billion or so, in advance beta in itself we have $70 billion, other risk-weighted indexes another 
$3 or $4 billion - it’s almost about $7 billion total in low-vol type investing.   
 
DR. JENNINGS commented to the Trustees that this product has broader academic support and 
they're not the only people doing this.  There are a number of research hook points that they 
could hang their hat on to kind of tie to this; that would probably contrast with the Zebra, which 
is probably a bit narrow.  There is academic support for it, but this one is meaningfully broader.  
Another of your managers, Analytic, has the kind of industry-neutral approach to this, this low 
volatility.  He noted there are a number of slight variations and implementations, but would 
characterize it as fairly broadly supportive in the academic literature. 
 
 
13. Prisma Capital Partners/KKR 
 
HELEN MARIE RODGERS provided introductions of herself and her colleague, Eric Wolfe. 
She noted that she would provide an update on the firm, and then turn the presentation over to 
Mr. Wolfe to talk about the ARMB investment with KKR and also some other investment 
strategies. 
   
MS. RODGERS stated that the group at Prisma has been together for 11 years, the group itself 
has 70 people and it's housed within KKR, which is the global private equity firm with 600 
executives around the world in 15 countries across five continents.   The said assets under 
management is now $10.6 billion, predominantly institutional assets.  She reported strong 
outperformance over the cycles, so the composite is the composite of the multi-manager, multi-
strategy portfolios, the bulk of assets under management; this composite has outperformed the 
HFRI hedge fund of funds index by 607 basis points annualized, and T-bills outperformed by 
over 1,000 basis points annualized since inception of the composite in 2009. 
  
MR. WOLFE reviewed the performance of the program in two parts: the first part is the more 
diversified part of the program which invests in hedge funds, including the co-investment effort 
with ARMB, then the Apex product which is a way to co-invest with managers and some of their 
best ideas in public equities.   
 
MR. WOLFE provided additional background on the conditions in the markets for hedge funds, 
noting that conditions for hedge funds have been pretty good over the last six months.  He 
described the firm’s niche in tactical trades which is asking a fund manager to do something is a 
more concentrate way for clients, and to do it at a more economic cost for clients.  This has been 
a big contribution to the ARMB account.  He noted that a lot of excitement in the hedge fund 
program is outside the United States right now, particularly Europe. MR. ERLENDSON inquired 
how the niche opportunities are identified given the plethora of opportunities that are there.  Are 
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these things that have done well recently or are they things that are cheap and you take a view 
towards a feature that they're going to do well going forward?   
 
MR. WOLFE replied that most of the things are the latter - most of them are not chasing things 
that have done well recently; most of them are looking at where is there very significant value.  
The most successful one that we put in the portfolio was investing in Chinese convertible bonds 
before the Chinese market rallied so very significantly in the last nine months.  The market in 
China had done nothing for years and we thought that the convertible bonds were a very 
inexpensive way to get outside participation in the market with downside protection because of 
some of features of those bonds.   
 
MR. WOLFE then described can see the performance of the program over a variety of different 
months and years.  He stated that Q-1 through March 31st was up 4.07%, so March was also a 
good month for the program and April is also turning out to be a reasonably good month.  So 
when you look at what's driven performance for 2014, for the first quarter it's been very good 
relative to equities, relative to bonds, relative to the long-term strategic benchmark you all have 
set out, which is 70% equities and 30% bonds.  MR. WOLFE also reviewed attribution, updated 
on central bank policy and outlined the position of the portfolio. 
 
MR. WOLFE then turned next to the second sleeve, which is a bit smaller and is a drawdown 
sleeve of the program called Class B.  This is a program is really to look at trades and ideas that 
can generate a very significant yield, sort of 10-plus percent, 10% to 20% type yields, and in co-
investing alongside our hedge fund managers or alongside KKR in some of those transactions.   
ARMB has a have commitment of $100 million and Prisma has drawn about 20% of that to date.  
Some of the capital has been allocated to deals in the last month, and it's expected to be about 10 
to 20% per quarter that we draw against defined transactions.  He stated that the general nature of 
the transactions, is that they are always inside five years and they are always return targets of 
about 10%.  MR. WOLFE noted that most of the transactions to date are couple-of-year 
transactions; they're not five- or seven-year transactions.   
 
MR. WOLFE then described the strategy objectives and the returns of the program.  There’s 
been relatively smaller draws to date, but basically the objective is to be able to do somewhere 
near 1% a month.  Some of the transactions, like the KKR Turbine Investors, the returns are a 
little bit back-end loaded so it's slightly less than that at the beginning, whereas the Axonic 
transaction pretty much accretes that at 10 to 13% a year.   
 
MS. RODGERS next moved to a newer strategy that’s been developed called the KKR Apex 
Strategy.  She noted there had been research that's been published going back over 20 years 
about whether if you were to invest in the highest conviction ideas of long/short equity 
managers, would you generate additional alpha, would your portfolio have generated additional 
alpha?  And there was compelling enough evidence that that in fact was the case if you invested 
across the top five best ideas or highest conviction stocks of long/short equity managers in the 
industry that that would be the case.  MS. RODGERS the firm has been investing in the 
long/short equity space for 11 years, with the original team prior to that for another seven so 
there was a long track record of doing it.  She stated that after taking a look at the data, on the 
basis of that data, the additional alpha generated was compelling enough to create a strategy.   
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MS. RODGERS explained that thirteen long/short equity managers across our platform who we 
have the highest were requested to invest their three highest conviction ideas and set up a 
managed account.  Essentially what you get is the diversification across thirteen different 
long/short equity managers, but at a very low fee that's comparable to any single long/short 
equity hedge fund manager.  She stated this is extremely cost-efficient, but also a way of 
generating alpha across your best ideas managers and their top three best ideas.  This started with 
$100 million of KKR balance sheet capital on January 1st, and the strategy has performed 
extremely well; Vishal Soni manages the team.   
 
MR. WOLFE described the 11-year history of investing in sort of specialist equity managers,  
trying to figure out can we leverage, get a vehicle that our clients can benefit from their top 
ideas, and so that was really the genesis of this.  He noted that these managers were asked if they 
would, instead of investing in everything they do, which is usually 25, 50, 100 different stocks, 
really just pick their three highest conviction ideas and trade those three ideas for us, and we can 
create a portfolio of these three ideas from a dozen hedge fund managers.   
 
MR. ERLENDSON asked about how managing the sector exposures embedded in this 
concentrated approach given that there are some would argue that getting the sector call right is 
more important than the individual security selection. MR. WOLFE answered stating that there 
is value in setting the sectors and geographies broadly, sort of the macro cult as well as the net 
and gross exposure.  He stated that historically, in managing the long/short equity book, picked 
managers in different regions, different sectors in order to come up with the portfolio as a whole.  
So most managers aren't generalists invested in every sector. We have a very disciplined macro 
process that we implement every quarter to think about where we want to position  the portfolio, 
the bigger portfolio from a strategy perspective; and then within each strategy, what are the areas 
that are most exciting to us.   
 
MR. WOLFE continued with a description of the Apex program, folloowing that same process, 
but also looking at where all of the  managers are positioned.  And so we know when we look 
through to the sector positioning of every long/short equity manager in our platform, that's sort 
of the starting point for where we want the Apex fund to be positioned.  And we get there 
through the hedges, rather somewhat through the long portfolio, but also through the hedges so 
that our net exposure of Apex looks very much like our net exposure of our entire long/short 
equity program.   
 
DR. MITCHELL inquired that when conducting position level analysis in constructing this, did 
were there 30 to 50 stocks of high conviction that all did well or all returned about the same, or 
were there three home runs and the rest were not as good as hoped?  MR. WOLFE responded 
that taking a look at the Apex program and then historical data, there are a series of home runs, a 
lot of them that are okay, good performers, and some that were underperformance.  That’s true of 
the portfolio we manage for you.  I think it's true of most investing portfolios sort of have that 
distribution where half of your return is driven by your home runs and the rest is risk-managed.   
 
MR. WOLFE continues with the Apex program.  Page 27, the average stock outperformed the 
equity markets by about 680 basis points, or 6.8%.  But each of the top five positions 
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outperformed the index very nicely through time.  And this is an average of all of them through 
time.  It’s really quite significant amount of outperformance.  And within an Apex we're trying to 
capture that in a material way.   
 
MR. WOLFE described the access to deep fundamental and specialized research with this 
portfolio, and further described the construction of the portfolio.  He noted that there is control 
over the long book to avoid four of the managers liking the same security.  The first one to get it 
gets it, and then the others miss out on it and have to go to their sort of next highest conviction 
idea.  MR. WOLFE continued that what you end up with is a portfolio of 30 to 50 stocks on the 
long side, a series of six to 12 different short instruments or short baskets.  Our long exposure 
will be between 100 and 125%, so we wanted to give some additional exposure to those long 
alpha ideas beyond 100% and shirk away a lot of the market risk, sector risk; the unwanted 
market and sector risks.  And so you end up with a very nice balanced portfolio that has about 
40%  exposure to the markets, which fits very well within the framework of what you set out for 
your hedge fund policy. 
 
MR. ERLENDSON wondered if Mr. Soni brought a team of people with him, or is he getting 
familiar with the existing folks at KKR?  MR. WOLFE responded that he did not bring a team of 
people since there was already a very established risk team with three of the four members of the 
risk team working at significant hedge funds prior. 
 
DR. MITCHELL inquired whether KKR Prisma staff have money in this product.   MR. 
WOLFE replied that they do, over $10 million across the firm. .  The only thing out there that's 
been trying to capture best ideas in any similar way, there are a couple of firms that have done 
13F products.  But the problem you have there is that they wait until the 13Fs are filed.  And so 
there's a time delay which is shown to be a substantial deterioration of alpha; you'd wait for those 
13F filings.  
 
MR. BADER explained the reference to 13Fs; that it’s essentially a hedge fund filing with the 
SEC and disclosing their holdings.  He said staff has reviewed strategies that are reliant on the 
13F, and they seem to have a pretty good record, but this is a far preferable way to access that 
information if you can be dealing directly and have insights into the long/short hedge fund 
managers. 
 
VICE-CHAIR TRIVETTE commented that it is a very unique strategy in terms of his 
understanding and looks forward to seeing how it works out over the next couple of years. 
 
 
RECESS FOR THE DAY  
 
VICE-CHAIR recessed the meeting at 4:21 p.m. 
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Friday, April 24, 2015 
 
CALL BACK TO ORDER 
 
VICE-CHAIR TRIVETTE reconvened the meeting at 9:00 a.m. 
 
14. Callan Associates, Inc. 
 
MR. ERLENDSON provided the following performance presentation to the Board.  He noted 
that  2014 was an unexpectedly good year, the short story is the pension funds have done very, 
very well in terms of meeting objectives.  With a complex structure with multiple managers, 
there are clearly a couple of managers who may be below their benchmarks, but when you add it 
all up, the fund asset class by asset class total fund is doing very well relative to objectives.    
 
MR. ERLENDSON described a historical look at the long-term inflation rate of 4%, but noted 
that this number is skewed by the big spike in the late ’70-s and early ‘80s.   Inflation has been 
on a downward trend for the last 25 years, and to get back to the long-term average, inflation 
would have to double.  He stated that Callan sees no immediate fear of a big rise due to excess 
production capacity around the world; prices have been declining in Europe, the strength of the 
dollar and a growing economy here.   
 
MR. ERLENDSON continued with look at economic trends and data including employment 
growth, asset class performance, and the dollar strengthening significantly against foreign 
currencies.  He noted that 2014 was the sixth year in a row with positive equity returns which has 
happened once before in the late 1800s.  MR. ERLENDSON stated that ARMB has a defensive 
orientation in the portfolio so that when things eventually head south, there is protection on the 
downside.   
 
COMMISSIONER HOFFBECK asked about what the exposure is to the strong dollar and what 
happens when the euro turns around.  MR. ERLENDSON said he could not give a quantified 
exposure, but will get back with that answer.  He noted that the vast majority of your non-U.S. 
managers don't do much in the way of currency hedging, so that when and if the dollar starts to 
weaken there should be a rebound in their returns.   
 
MR. ERLENDSON continued reporting on returns in different parts of the market.  The high 
yield market, high yield bonds declined about 1% in the fourth quarter.  There was a very 
difficult equity market in the fourth quarter.  The other aspects of the bond market were all 
relatively strong returners.  The interesting is that the range of allocations and fixed income had 
come down.  Unlike ARMB, most others have also loaded up on equity like risk in the remaining 
bonds in their portfolio.  Here there’s a relatively high quality portfolio with minimal exposure to 
these riskier types of assets.  Real estate is another strong performer and taking a look at various 
ways you can get exposure to real estate.  The private markets in the first two line items, and 
then we look at publicly traded real estate.  REIT's, Real Estate Investment Trusts and the like 
where you have a security that is valued and trades daily, whereas in the top two lines those are 
investments that trade by appointment.   
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MR. BROWN presented the performance of the fund, illustrating the asset allocation of the 
PERS portfolio relative to the target allocation.  He noted that staff does a good job of keeping 
the portfolio very close to the targets, using PERS for representative purposes, but this is the case 
for the other plans as well.  MR. BROWN noted that the portfolio is performing well, looking at 
the attribution over the last year, both the managers and the asset allocation added value relative 
to the target index of 81 basis points.  Looking at trailing period performance, he stated that 
although behind the target index for the quarter, the fund is well ahead for the last year, last 
three, five and ten years, and for the very long-term over 23 years.   
 
COMMISSIONER FISHER inquired what the target index is.  MR. BROWN described the 
policy index designed around the target asset allocation that takes the allocations within various 
asset classes from the target allocation. The return is based on the underlying benchmarks for 
indices that represent each of those asset classes.  MR. ERLENDSON added that in the domestic 
equity line the target is 26%, and is weighted according to exposure to large- and small-cap 
stocks to the Russell 3000.  Passive indexes are used to determine on a fixed rate using these 
weightings through time what is the index return, add them all up, and then that becomes your 
target rate of return.  COMMISSIONER FISHER thought it would be helpful have a list of those 
benchmarks for each of the asset categories.  MR. ERLENDSON said that could be provided in 
the next quarter's report.   
 
MR. BROWN continued his report on the returns, just mentioning that the trailing period 
performance is very good over all periods with the exception of being slightly behind for seven 
years which reflects the calendar year 2009. Looking at the fixed income portfolio, he noted that 
the portfolio is more intermediate in nature and continues to do well relative to its benchmark 
over time, but is in the lower part of the peer group because those tend to have longer duration.  
A lot of public funds, while lowering allocations to fixed income, have also been loading up the 
risks within those portfolios as well.   
 
MR. ERLENDSON stated that the portfolio is positioned to be protecting principal in the event 
of rising rates, which is the single greatest risk to bond investments.  ARMB has done better than 
the target which states the risk exposure, but because interest rates have been declining, 
declining, declining, the target and the results are at the bottom of the ranking.  He said this is 
where informed judgment is important, because you're not trying to be the highest returning pool 
of fixed income capital in the world, you're trying to meet your objectives based on your risk 
tolerance.  Callan would argue that you have achieved that objective by being averse to the risk 
of rising rates. 
 
MR. BROWN reported that Mondrian continues to trail its benchmark noting a couple of reasons 
for that: the strength of the dollar and purchasing power parity.  MR. BRICE wondered whether 
or not Mondrian's been sticking to their strategy, whether they're kind of going outside of the 
scope of where we had asked, or whether they're sticking to their game plan. MR. BROWN said 
the short answer is that Mondrian has not made any changes that are inconsistent in any way 
with their philosophy and process.   
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MR. BROWN continued a quick review of managers that have underperformed over the short-
term, but noted that McKinley Capital, who has been on the watch list, has outperformed the 
fourth quarter of the last year and for the entire year outperformed their benchmark by 1.7%.   
He noted that small cap domestic equity continues to do well, although Luther King and Barrow 
Hanley have struggled.  MR. ERLENDSON  noted that research staff visited with Luther King 
and a report will be forwarded to Mr. Bader and staff.  MR. BROWN mentioned that within the 
domestic equity that small-cap continues to do very well, ahead of the benchmark for three and 
five years; outperformed the overall benchmark six of the last eight quarters.   
 
MR. BROWN stated there were a couple of managers within the small-cap pool that have 
struggled: Luther King, as mentioned and Barrow Hanley, who has no exposure to REITs and 
utilities, and that hurt.  
 
MR. BROWN reported that real assets did not have a great quarter, but this is an area where the 
focus is really long-term, and that is quite positive.  He reported no issues in the absolute return 
area.  
 
Lastly, MR. BROWN reported on the defined contribution plans and briefly reviewed the 
performance of T Rowe Price who had provided an extensive report to the board yesterday. 
Lastly MR. BROWN reported on the defined contribution plans.  MR. ERLENDSON added that 
one of the shortcomings of these sorts of exhibits is that people will just look at one box and one 
color, but there are three things to look at.  For example, if you look at the 2015 trust, you'll look 
at that five-year risk and you'll see that the ranking is 20, meaning only 20% of target-date funds 
in the 2015 range have risk levels that are higher.  And one might look at that and think, oh, 
that's bad news.  But then go over to the left and look at their five-year return.  The five-year 
return is in the top 5%.  And so what we want to look at is for the amount of return you get and 
the amount of risk you take to get it, then you go all the way over to the right under the five-year 
Sharpe ratio, so a risk-adjusted measure.  And you put those, the return and the amount of risk 
they've taken, and you'll see that they have a very good ranking on a risk-adjusted basis.   
 
MR. BROWN looked at the active managers and stable value and interest income, and reported 
no issues here.  He noted that you do see red in the longer term performance of the RCM 
Socially Responsible portfolio, but if you're investing in socially responsible portfolio, it is 
expected that it's going to be different than the broad market and the benchmark, and you're 
likely investing in that for reasons other than just pure performance. 
 
COMMISSIONER FISHER asked if this is measured against this KLD 400 social index, a 
socially responsible index.  MR. BROWN says that it is, but the challenge there is how is the 
social responsibility managed within the index versus how that particular manager is.  MR. 
BADER further clarified that it was a few years ago, that the KLD index was changed, so they 
were managing to a different index at that time.  That’s why the recent returns are in the green 
and the longer terms are not, because they had a mandate that was not consistent with that index. 
 
MR. PIHL wondered, since we are on a fiscal year, if we could get the performance on the same 
basis since many times a market correction occurs in a quarter, and if we could get performance 
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on our calendar year basis it would be better.  MR. ERLENDSON replied that Callan would 
work with the staff and make those adjustments.   
 
MR. BADER added that one of the reasons why you see the lagged information is because 
contractually Callan was asked to provide returns of the fund at a certain date, but many of these 
asset classes don't provide returns for months after the close of the fiscal period.  He stated that 
certainly the report can be more current on the public market asset class as like bonds and 
equities and it wouldn't necessarily reflect the return of the fund because that information isn't 
available.  He noted that we're looking at December returns midway through April. MR. BADER 
said that in the report to the Board, the printed materials could be updated to illustrate that 
happened in an asset class or with a manager since then which would be a benefit to the Board.  
 
15. Cash Equitization 
 
MR. MITCHELL, State Investment Officer and Manager of Fixed Income within the Treasury 
Division of the Department of Revenue is introduced.  He stated the goal of the presentation is to 
provide an update on the experience of the cash equitization program since its inception in 2006.  
 
MR. MITCHELL provided a brief overview of the program noting that the purpose of the cash 
equitization program is to improve the long-term performance of the ARM Board portfolios by 
identifying cash positions that are in our equity managers' portfolios, then use derivatives, 
namely futures contracts, to equitize those cash positions and essentially increase the cash the 
equity exposure of the overall portfolio.  MR. MITCHELL stated that this activity is outside each 
of the manager's portfolios, and their performance isn't impacted by this activity - it is captured 
within the asset class performance, but it is a separate function.   
 
MR. MITCHELL said the amount of cash that our equity managers hold is restricted for two 
reasons:   One, we're seeking equity exposure.  Two, we don't want to pay our equity managers 
to manage cash because we can do that much more inexpensively ourselves.  He said that it's 
important to note that they do need some freedom to have cash in their portfolios for frictional 
reasons.  If we were constraining them to have no cash, they'd have to match buys and sells and 
that would be overly restrictive to their process.  For large-cap managers the constraint is 3% 
cash, no more than a 3% position of the respective portfolio in cash; for small-cap and 
international equities, that is relaxed a little bit at 5%.   
 
MR. MITCHELL reviewed the historical operations of the program, showing over time an 
experience of $12 million in the black, which fell to about $10 million in the red during the 
financial crisis and has come back.  Through the end of March, he reported that cumulatively the 
return is $21.7 million. 
 
DR. JENNINGS asks if this is how the stock market has been performing, presuming that's 
what's going on here, not the frictional added benefit of equitizing. 
 
MR. MITCHELL responded that the percentage is going to roughly correspond with the 
experience of the equity market.  He said that theoretically the futures contract should largely 
capture the return of the equity market, but the percentage that we've been equitizing has been 
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declining over time, so its impact in terms of what might be expected from profit or loss has 
diminished as the percentage of the cash has declined.  He noted that it started at about 90% 
equitizing, and that's drifted down, and the international equity component was removed early on 
so going from 9 to 30% is going to reduce the amount of impact.   
 
DR. JENNINGS further clarified that what this says is that yes, value has been added over time, 
but there might be a different way to evaluate if the program is effective at doing what you've 
chosen to do.   MR. MITCHELL responded that if you were really did a back of the envelope 
type of analysis it would suggest this has added about a basis point of returns over the program.   
 
DR. JENNINGS asked where that shows up in the performance reports; is it benefiting the active 
program or is it benefiting the passive when we look at it?  MR. MITCHELL responded he is not 
sure, but he knows it's captured within the asset class, so there's an account in our small-cap and 
an account in our large-cap, for example; both of those reside within domestic equities.  He 
stated that this experience would be captured there and at the pool level you would see it.  It’s 
outside the scope of any individual manager's performance so it wouldn't be captured in that 
regard in active space.  It’s hard to really separate because you can measure the performance at 
the manager level, but then the other measurement is at the pool level so there isn't really a 
separation there.   
 
MR. ERLENDSON confirmed that it's rolled into the asset class return, kind of the domestic 
equity piece rather than at the manager level. MS. LEARY added that it is also in the fund 
financial.   
 
MR. MITCHELL concluded that one other component that's embedded in that number is  a cash 
return component to the cash that's being set aside, which is a subset.  You have to set aside more 
cash in order to engage in the program and that it is internally managed cash. 
 
 
VICE-CHAIR TRIVETTE recessed the meeting from 10:17 a.m. to 10:18 a.m. 
 
 

16.  Asset Allocation 
 

MR. BADER reviewed the information presented at the February board meeting when Callan 
Associates presented their capital market assumptions.  Subsequent to that meeting on March 
19th, Mr. Bader and Bob Mitchell met the Callan team and two members of the IAC to discuss 
the asset allocation recommendation to the Board.  The asset allocation that recommended is in 
the packet before the Board. 
 
MR. ERLENDSON then reviewed the process at Callan: every year beginning in late October 
the quantitative capital markets group begins collecting a lot of data, economic investment 
information.  They start modeling and taking a view towards the capital markets.  These are ten-
year projections and this is for the ten-year period beginning January 1, 2015.  Both arithmetic 
returns, which is if you went out ten years what would have been the rate of return for point, end 
point to end point, and geometric returns are used, because in modeling volatility is also 

Alaska Retirement Management Board – April 23-24, 2015   DRAFT Page 29 
 



included.  From year to year returns may be higher or lower, and so the geometric return reflects 
the compounding effect which also takes into account standard deviation, which is the third 
column of numbers.   
 
MR. ERLENDSON said he met with the Investment Advisory Council, Mr. Bader and Ms. Hall, 
and one of the things that came out of this entire exercise is the efficient frontier,  and the line 
that represents what is the maximum rate of return with the least amount of risk.  He noted that 
those portfolios are represented by that line; for example, where we've got the PERS is plotted, 
it's at about 7.2% rate of return, but there are other portfolios that will generate a 7.2% rate of 
return.  He continued the example illustrating that moving to the right creates much greater 
volatility and maximum return per unit of risk.  He indicated that the ARMB portfolio plots right 
in that line and is an efficient portfolio.  MR. ERLENDSON stated that you can't get a higher 
return without taking more risk.   
 
MR. ERLENDSON stated that the other interesting thing is the assumptions for this ten years 
looking forward are essentially the same as they were a year ago.  He reported that in working 
with the Investment Advisory Council, there is really no rationale on an asset basis to make any 
change in the current portfolio composition. He said this is something that Callan revisits 
internally every year and then again with Board staff and with the IAC every spring. 
 
MR. BADER recommended that the Alaska Retirement Board adopt Resolution 2015-03 and 
2015-04, which relate to asset allocations for the Public Employees', Teachers and Judicial 
Retirement Systems; Public Employees', Teachers' and Judicial Health Trust Funds; Retiree 
Major Medical Insurance Fund; the Health Reimbursement Arrangement Fund; and PERS Peace 
Officers/Firefighters Occupational Death & Disability Funds; PERS, TRS, and All Other Death 
& Disability Funds.   
 
MR. BADER asks for a motion to approve. 
 
MR. BRICE moved to adopt resolution 2015-03.  MS. HARBO seconded the motion. 
 
A roll call vote was taken, and the resolution was adopted. 
 
MR. BRICE moved to approve resolution 2015-04, Alaska National Guard 
Naval Militia Retirement Systems.  MR. PIHL seconded the motion. 
 
A roll call vote was taken, and the resolution was approved. 
 
 

Accounting change to holding accounts 
 

MR. BADER explained the inconsistency over the years regarding adopting asset allocations for 
these holding accounts; in some years the Board adopted an asset allocation directing the funds 
to be held in cash.  He described these are funds that are in transit between an employer and 
Great West recordkeeping.  MR. BADER said it has been determined that these funds are really 
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not under the fiduciary responsibility of the Board until they are in fact with the investment 
manager, and as a consequence a resolution that sets an asset allocation is no longer necessary.  
 
MR. BADER made the recommendation that the Alaska Retirement Management Board repeal 
resolutions 2006-21 and 2014-09, which set asset allocations for the SBS cash transition fund, 
the DCR-PERS and DCR-TRS holding accounts, and requested a motion to that effect. 
 
MS. HARBO moved said recommendation.  MS. RYAN seconded. 
 
A roll call vote was taken, and the recommendation was passed. 
 
 
INVESTMENT ACTIONS 
 

A.  DC Plan – 2060 Target Date Trust 
 
MR. BADER stated that the first item on investment action is, as the chair of the DC 

Committee reported yesterday, the addition of another target-date fund, the 2060 target-date 
fund.  He stated that this information and this request was shared with Commissioner Fisher as 
required by statute to confer with the Department of Administration on changes in the asset mix 
for the defined contribution plans.  Commissioner Fisher was supportive of this addition, as was 
the committee.   
 
MR. BADER requested a motion that the Alaska Retirement Management Board direct staff to 
add Alaska Target Retirement Fund 2060 Trust to the current range of options in the DC plans. 
 
MS. RYAN moved to adopt the 2060 target date retirement trust.  MR. BRICE seconded. 
 
A roll call vote was taken, and the motion passed unanimously. 
 
 
 
 

B:  Prisma Capital  
 

MR. BADER stated the next item relates to Prisma Apex equities strategies program.  Prisma 
Capital, or Prisma KKR, made a presentation to the Board yesterday, gave background on the 
investment returns of Prisma in general.  Board members may recall that in 2013 the ARM 
Board adopted a more opportunistic and less constrained approach to absolute return, and  
Prisma has determined that there is academic research to suggest that  high conviction portfolios 
of hedge fund managers have had significant outperformance.  We have found that to be the case 
as well as staff.  KKR Prisma analyzed ten years of their own data of their hedge funds and 
reached the same conclusion.  The Apex equity strategy is to seek and capture the excess returns 
of their manager’s highest conviction ideas.  The strategy targets the net return of 9 to 11%  with 
8 to 12% volatility and will have an expected equity beta of .4.  The strategy will offer monthly 
liquidity, and lower fees than those typically charged by the underlying hedge funds.  Staff 
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recommends expanding the KKR Prisma investment mandate to incorporate an allocation to the 
apex investment strategy.   
 
MR. BADER requested a motion that the Alaska Retirement Management Board direct staff to 
negotiate an amendment to KKR Prisma's contract to allow for investing up to $100 million in an 
Apex equity strategy.   
 
MS. HARBO moves the motion.  MR. PIHL seconded. 
 
A roll call vote was taken, and the motion passed unanimously. 
 
 

C.  Zebra Capital Management, LLC  
 
MR. BADER introduced the next item as it relates to the Zebra Capital Management 
presentation made to the Board yesterday.  He stated that Board members may recall that in 
October of 2014 at the education conference Roger Ibbotson discussed topics of asset allocation 
and risk premia, with particular focus on risk premia for capturing what he called the popularity 
premium.   
 
MR. BADER reported that in December 2014 and in January 2015, staff participated in several 
conversations with Zebra Capital to discuss their investment research and strategy.  Zebra's 
research, as presented yesterday, indicates that the popularity premia is a powerful predictor of 
performance in the micro-cap space.  Staff noticed that as well.  We asked Zebra to explore the 
potential for creating an investment option micro-cap based on the popularity strategy.  They 
presented that to the Board yesterday.  Subsequent to that, we asked Callan Associates to 
conduct a review of the strategy.  In March of 2015 Callan completed their analysis and 
concluded that although there is no live performance, the backtesting approach and methodology 
seemed reasonable.  Callan further concluded that Zebra implements a unique investment 
process which is complementary to the micro-cap strategies the Board currently has in place.  On 
April 1, the offices of Zebra Capital were visited to confer with their staff and look at their 
capabilities internally, and are satisfied that this is a proper investment for the Board.   
 
MR. BADER requested that the Alaska Retirement Management Board hire Zebra Capital to 
manage a $75 million micro-cap strategy subject to successful contract and fee negotiations. 
 
Moved by MS. HARBO and seconded by MR. PIHL. 
 
COMMISSIONER HOFFBECK requested clarification on the fees.  The 65 basis points seems 
fairly high.  MR. BADER responded that 65 basis points hasn’t been agreed to, but that 65 basis 
point is comparable to what our micro-cap managers have and the fees are comparable to what 
others charge in small-cap area. He stated that this is unique in terms of helping them kick off a 
strategy, and he expects to have robust discussions about fees.  MR. PIHL said he recognized 
that while this is new, he knows that a contrarian approach to investing has been and can be 
highly successful.    
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DR. JENNINGS commented he wanted to clarify some of his questioning yesterday that may 
have suggested there was a casting of doubt on it.  He stated that he thinks $75 million is 
appropriate and it complements the two existing micro-cap managers.  He also stated that having 
more micro-cap is a good thing and as for fee, that the initial investors ought to get discounts, 
and they potentially get additional capacity reserved are things that probably should enter into 
the negotiations.  DR. JENNINGS thought the translation of the research to actual 
implementation, you shouldn't expect 10% outperformance, but there should be some shrinkage.  
It’s still a good program and will complement the existing managers.  DR. JENNINGS suggested 
a bit of a go-slow approach, which  may have been done with the other micro-cap managers 
where we didn't give them all the money up-front, and that will help address the implementation 
and market impact concerns that were talked about yesterday. 
 
A roll call vote was taken, and the motion passed unanimously. 
 
 D.  Investment Advisory Council Position 
 
MR. BADER stated that the contract with Dr. Mitchell as a member of the Investment Advisory 
Council will expire at the end of June.  He said the Board has the option of doing a search or 
establishing a new contract with Dr. Mitchell.  MR. BADER reviewed Dr. Mitchell’s long 
association with the State of Alaska and this Board and the previous board, ASPIB:  
Dr. Mitchell's association with the State of Alaska goes back 1990s as an investment manager for 
Wellington Fund, as CIO for Massachusetts PRIM, and for a private foundation.  MR. BADER 
noted that he is a long-standing feature with this Board and continues to offer significant 
contributions and his wisdom and experience will be hard to replicate.  MR. BADER 
recommended that the Board to simply offer Dr. Mitchell a new contract three-year contract. 
 
Motion moved by Ms. Harbo, seconded by Mr. Brice.   
 
COMMISSIONER HOFFBECK, asked for additional background on the role of the Investment 
Advisory Council.   MR. BADER explained that the Investment Advisory Council is a 
permissive statute that says the Board may have an Investment Advisory Council with up to five 
members.  The Board does have some policies which define the role of the council.  MR. 
BADER stated that in his judgment the role of the council is not to act as a shadow CIO, but to 
be a resource for the Board and to primarily act as bumpers, if the Board or staff should want to 
take the Board in a direction that is not consistent with best practices in the world of managing 
retirement assets, to be an alternative resource for the Board like Callan Associates, other 
consultants and staff, and to provide input on major policy issues that come before the board 
such as asset allocation, investment policies and manager review.   
 
MR. BRICE said what he appreciates about the IAC and Mr. Mitchell in particular is that they're 
not afraid to ask the questions that only folks with decades of experience in the industry will 
understand or know, and he has found Mr. Mitchell to be a very good asset for this Board.  After 
talking to a trustee on a different pension board who was asking about how the checks and 
balances work, I see the IAC as a check and balance to ensure that Callan is going down the right 
road and making sure that the trustees are moving in an appropriate manner.  So it's just another 
safeguard for our beneficiaries. 
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A roll call vote was taken, and the motion passed unanimously.   
 
 
UNFINISHED BUSINESS 
 
 1.  Disclosure Reports 
 
MS. HALL says that the required disclosure report is in the packet.  And other than routine 
transactions that have been vetted by staff there's nothing unusual to report. 
 

2.  Meeting Schedule 
 

The meeting schedule is in the packet.  MS. HALL says that the big change is the date for the 
Education Conference being set on October 22nd and 23rd in New York City.  A confirming e-
mail will be sent around to everyone copying the appropriate staff members who keep calendars 
so that everybody is in line on that. 
 
 3.  Legal Report   
 
MR. GOERING gives the legal update.   In response to Trustee Pihl’s requested update on the 
status of the audit compliance regulations. MR. GOERING  reported that he consulted with the 
Department of Administration and with the Department of Law attorney and was advised those 
regulations are right now number two on their priority list and will be moving to number one 
very soon when the top priority project gets completed.  The intention is to seek this Board's 
input on those regulations at an appropriate time in the future, and to some extent in a way that 
best meets the needs of the Board in terms of their desires.  There will be a public process for 
adopting regulations which involves a public common period, so there is a process to go through.  
 
NEW BUSINESS 
 
None. 
 
OTHER MATTERS TO PROPERLY COME BEFORE THE BOARD 
 
MS. RYAN would like to go back to the calendar and would like to recommend a Defined 
Contribution Committee meeting in September.  It’s a good time to look at the numbers that will 
be coming in.  There was much business today and yesterday concerning the DC, so would 
recommend that that be put on the calendar.   
 
VICE-CHAIR TRIVETTE stated there was a huge amount of information from DOA and a lot 
of it is work in progress and so it would be appropriate to add that to the calendar for the 
September meeting with the other committee meetings that are scheduled for Fairbanks in 
September.   
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MR. BRICE asked if we need to address the May actuary committee.  VICE-CHAIR 
TRIVETTE:  replied it is still set for the week of May 11th, with no time yet set. 
 
MR. BADER stated that a Defined Contribution Committee meeting was set for September.  If 
items come up, particularly the deferred compensation IRA, Roth program that we haven't met 
with the Department of Administration yet, but it may be possible to take some action on that 
prior to September.  Hopefully that does not preclude a meeting before then, which 
VICE-CHAIR TRIVETTE replies that it does not.  And as the chair of that committee, if there's 
a need to meet with the department to get it going, you know where to find him.  Good question, 
but not an issue.  And there are only four of us on the committee.  Three live in Juneau.   
 
 
PUBLIC/MEMBER COMMENTS 
 
MR. WORLEY wished to recognize two employees for the Division of Retirement and Benefits.  
One member, one employee has been with the State for over 30 years of which 12 have been 
spent with the Division of Retirement and Benefits.  Her name is Vera Thomas.  She has been an 
Accountant II with DRB during that whole time.  Vera is usually the one that's responsible for 
distributing all the financial reports and the CAFRs.   
 
MR. WORLEY stated the next person retiring is Mike Adams.  Mike has been with the Division 
since September of 1988.  He started out as a tech, served as an accounting supervisor and an 
Analyst Programmer III.  Mike is currently in a Data Specialist II position, and has been our go-
to guy with implementation of SB141.   
 
MR. WORLEY expressed the Division's appreciation to these two folks.  They have been in very 
important capacities,that we're not just accounting, we're not just information systems, we're not 
just counseling; we're one whole division and we work all together.  So when one person goes 
there's a heavy impact of feelings of loss that this person's going to move on, but at the same 
time we are retirement and we are benefits, so they're going to retire and benefit from that 
retirement.   
 
DR. MITCHELL thanked the board for reappointing him to another term on the IAC.  He looks 
forward to continuing to work together.  There have been many notable achievements of the 
Board over these past two decades to be proud of and singles out four Board decisions in 
particular that have contributed to the past success of the fund and auger well for the future.   
 

• Decision No. 1 is the decision to hire and retain a good staff.  The more complex and 
diverse a fund is, the more important it is to have a competent staff.  Under Gary's 
leadership and with the Board's encouragement and the Board's support, the staff has 
grown in maturity, in professionalism, in expertise and in creativity.  It’s the staff that 
works hard in good markets and worked hard in bad markets and does so with the highest 
standards of ethics.  So the decision to hire and retain good people is paramount.   

• Decision No. 2 is the decision to delegate.  One of the Board's best moves over the past 
two decades was to give more authority to the CIO in investment decision-making.  
Committees are important and committees are necessary for many things, but even the 
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best intentioned committee can't manage a multi-billion-dollar fund on a day-to-day 
basis.  The Board understood this and properly delegated more management authority to 
Gary and the staff.   

• No. 3 is the decision to consider alternative investments.  Among public pension funds, 
the Board was relatively early in its move toward alternative and private and 
nontraditional investments.  The Board educated itself, the consultant weighed in, the 
staff did its due diligence competently, sized its investments wisely and wasn't afraid to 
be out there ahead of the pack as it was in a number of asset classes, such as agriculture.   

• No. 4 is the active-passive decision.  After many presentations and many discussions over 
many years, including even a few very heated arguments about the superiority of passive 
investment over active investment or active investment over passive investment, the 
Board in its solomonic wisdom made what in hindsight was the only reasonable and 
intelligent decision to continue to do both.   

 
 
TRUSTEE COMMENTS 
 
MR. PIHL commented that over the years he has had this great concern about the funding of the 
plan and the unfunded liability.  He has had great concern of what has happened here in the last 
year, that we're on a track now where the unfunded liability is going to grow rather than be 
brought under more control, specifically the funding of 126 million and 130 for PERS and 130 
for TRS in the next fiscal year which is such a reduced level as opposed to what it needs to be.  
What we heard from the actuary that the proposal or the projected in the following year for 2017 
PERS is going to go from $126 to $79 million is a great concern, and he is not sure how you can 
get there with the unfunded liability growing.   
 
MR. PIHL said he is thankful that the actuary committee is going to be looking at this and 
looking at how the actuary gets there, but he is concerned and continues to feel we're on the 
wrong course.  Personally he would like to see the State boldly take the issue to the public, and 
given the budget crisis we're in across the state, look at dedicating a portion of the Permanent 
Fund income each year, for eight years or so.  Million dollars out of the PFD earnings would be 
quite reasonable and be able to retire this liability over eight years to get this billion-dollar-a-year 
investment interest charge off our back and get the charge that's occurring across the state of $5.7 
billion additional cost, $2.2 to the municipalities that everyone is going to pay across the state. 
 
MS. ERCHINGER said she would like to thank Leslie Thompson from GRS and Dave 
Slishinsky from Buck for all the work that they did going into our new actuarial committee.  
They did a lot of up-front preparatory work for that and it is appreciated.  MS. ERCHINGER 
also has significant concerns.  This Board has, probably rightfully so given the extent of the 
State's overall budget issues, remained fairly quiet this year because it was such an active year 
last year, but it is important to continue to educate folks about the impact of extending the 
amortization period on the unfunded liability and how that affects the State budget as well as our 
local taxpayers.     
 
COMMISSIONER FISHER stated that he looks forward to having the actuarial committee 
participate in looking at that.  He said it is a worthy and an appropriate discussion and certainly 
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something to be focused on, but to the extent that there are suggestions on the record that the 
State and the legislature have made this dramatic change that has reduced the contribution from 
the State, it's important to recognize that was in the context of a $3 billion investment from the 
State. COMMISSIONER FISHER said it would be inappropriate to hint that the State has not 
been prudent and cognizant of this unfunded liability and it has done a lot in the last year or so to 
correct it.  He believed that it is important to recognize that contributions have been made which 
is not to say we can't have a discussion, but he does not think that the State is being irresponsible 
or the legislature is being irresponsible in the way it is being approached. 
 
MR. BRICE briefly stated that one of the roles that Trustees play is to bring issues to the 
administration of the Division of Retirement and Benefits from the beneficiary groups, and he 
just wanted to let RMB and Commissioner Fisher know that there are some issues in terms of 
benefit coordination between retirees; that it doesn't seem like the retiree health care system is 
talking with itself when you have two State retirees receiving State retiree health care and they 
are having problems coordinating the benefits, so a heads-up.  He further noted that he 
appreciates the two commissioners investing the time that they have.   
 
FUTURE AGENDA ITEMS 
 
None. 
 
ADJOURNMENT 
 
There being no objections and no further business to come before the board, the meeting was 
adjourned at 11:06 a.m. on Friday, April 24, 2015, on a motion made by MS. HARBO and 
seconded by MS. RYAN. 
 
 
 

     Chair of the Board of Trustees 
Alaska Retirement Management Board 

 
 
 

 
ATTEST: 
 
 
 
 
______________________________________ 
Corporate Secretary 
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ALASKA RETIREMENT MANAGEMENT BOARD 
 

 

SUBJECT: 

 

DATE: 

Invoices & Summary of Monthly Billings -  

  Buck Consultants  

June 18, 2015 

ACTION: 

 

INFORMATION: 

 

 

 X

 

 

 

 

BACKGROUND:   

 

AS 37.10.220(a)(8) prescribes that the Alaska Retirement Management Board (Board) “coordinate with the retirement system administrator to 

have an annual actuarial valuation of each retirement system prepared to determine system assets, accrued liabilities, and funding ratios....” 

 

As part of the oversight process, the Board has requested that the Division of Retirement & Benefits provide a quarterly summary update to 

review billings and services provided for actuarial valuations and other systems’ requests. 

 

STATUS:  

 

Attached are the summary totals for the nine months ended March 31, 2015. 

 

 

 

 

 

 

 

 

   



Buck Consultants
Billing Summary
For the Three Months Ended September 30, 2014

PERS TRS JRS NGNMRS EPORS AHF RHF SBS DCP TOTAL

Actuarial Valuations 32,079$    24,928      7,369     2,737     139        -         -         -         -         67,252$     

ARMB Presentations 8,894        8,093        -         -         -         -         -         -         -         16,987

Audit Request 501           171           2            -         -         34          297        -         -         1,005

CAFR Information 1,419        1,419        -         -         -         -         -         -         -         2,838

Preparation of FY 15 and FY 16 rate allocations for PERS and TRS under new actuarial methodology required 

under HB 385 5,279        4,140        -         -         -         -         -         -         -         9,419

Actuarial study to determine the actuarial impact of the change in assumptions by decrement proposed by the 

experience analysis 9,584        7,622        4,336     2,892     -         -         -         -         -         24,434

Preparation of projections over 30 years of the state assistance contributions to PERS and TRS under funding 

method changes required under HB 385 and SB 119 and new assumptions based on experience analysis 17,604      13,144      -         -         -         -         -         -         -         30,748

30-year projections of actuarial funding updated for new assumptions 2,520        2,234        -         -         -         -         -         -         -         4,754

Research, review, and discussions regarding the FY15 state "on-behalf-of" contribution rates considering 

excess contributions under SB 119 and level percent of payroll amortization methodology 5,426        4,518        -         -         -         -         -         -         -         9,944

Prepare of summary of the actuarial impact of actuarial assumption and methodology changes on the FY 16 

actuarial measures 2,383        2,383        -         -         -         -         -         -         -         4,766

Letter documenting the impact on FY15 contribution rates for the change in the amortization methodology to 

leave percent of pay under HB 385 and that these rates were met with $3 billion appropriated under SB 119 3,952        3,377        -         -         -         -         -         -         -         7,329

Calculation of FY 16 contribution rates using the roll-forward valuation method, the change in the amortization 

methodology to level percent of pay under HB 385, $3 billion appropriated under SB 119 in FY 15 and 17.7% 

FY 14 rate of return, and adoption of new assumptions 6,137        5,302        -         -         -         -         -         -         -         11,439

Development of calculator to determine the cost to PERS P/F members to recognize military service for use in 

eligibility service for healthcare benefits 4,169        -           -         -         -         -         -         -         -         4,169

Work in process for the Healthcare Design Study for DCR, including 30-year projections of annual contribution 

rates and funding status 4,036        4,036        -         -         -         -         -         -         -         8,072

Prepare of summary of investment rate of return assumptions under the building block approach 1,639        1,639        1,639     -         -         -         -         -         -         4,917

Prepare of summary on GEMS, the model Buck uses for forecasting investment rates of returns 168           168           168        -         -         -         -         -         -         503

Information on Cash Balance Plans 252           252           -         -         -         -         -         -         -         503

Projection of actuarial cost under the full DCR Tier 2,476        1,867        -         -         -         -         -         -         -         4,343

Misc emails and phone calls 4,283        3,328        525        237        5            1            10          -         -         8,389

TOTAL 112,801$  88,620      14,039   5,866     144        35          307        -         -         221,811$   

For the Three Months Ended September 30, 2013 50,064$    33,884      2,961     1,974     1,238     -         3,001     143        34          93,299$     

For the Three Months Ended December 31, 2014

PERS TRS JRS NGNMRS EPORS AHF RHF SBS DCP TOTAL

Actuarial Valuations 129,425$  74,671      24,628   3,062     1,411     -         1,323     -         -         234,520$   

ARMB Presentations 3,316        3,315        -         -         -         -         -         -         -         6,631         

CAFR Information 4,606        4,370        -         -         -         -         -         -         -         8,976         

Completion of GASB 67 Plan Accounting Reports for the fiscal year ending June 30, 2014 as required by 

KPMG, submitted November 24th 7,531        6,809        6,444     3,378     -         -         -         -         -         24,162       

30-year projections of actuarial funding updated for actual FY16 budgeted additional state assistance 

contributions 771           770           -         -         -         -         -         -         -         1,541         

Preparation of projections over 30 years of the state assistance contributions to PERS and TRS under funding 

method changes required under HB 385 and SB 119 and new assumptions based on experience analysis 2,325        2,325        -         -         -         -         -         -         -         4,650         

Prepare and revisions to summary of the actuarial impact of actuarial assumption and methodology changes on 

the FY 16 actuarial measures 1,733        1,732        -         -         -         -         -         -         -         3,465         

Consulting, research, and analysis for the implementation of new GASB accounting 881           880           -         -         -         -         -         -         -         1,761         

Consulting on Same Sex Benefits 503           503           -         -         -         -         -         -         -         1,006         

Research and discussions regarding the Total FY 15 salaries used to determine contribution rates and the 

impact Part-time PERS members have on that calculation 4,962        -           -         -         -         -         -         -         -         4,962         

Research and discussions regarding the summary of changes developed by the OMB for the Governor's office 1,503        1,503        -         -         -         -         -         -         -         3,006         

Research and discussions regarding the purposed PERS termination cost for the City of Fairbanks if the Chief 

of Police position is eliminated from participation in PERS 1,761        -           -         -         -         -         -         -         -         1,761         

Research and discussions regarding the funding status of the PERS Voluntary Savings Plan 2,251        -           -         -         -         -         -         -         -         2,251         

Misc emails and phone calls 5,838        3,497        1,097     224        53          -         50          -         -         10,760       

TOTAL 167,406$  100,375    32,169   6,664     1,464     -             1,373     -             -             309,452$   

For the Three Months Ended December 31, 2013 124,085$  74,913      1,384     -         874        -         4,940     -         -         206,196$   



For the Three Months Ended March 31, 2015

PERS TRS JRS NGNMRS EPORS AHF RHF SBS DCP TOTAL

Actuarial Valuations 52,777$    44,650      16,864   13,472   8,908     -         -         -         -         136,671$   

ARMB Presentations 2,806        1,038        -         -         -         -         -         -         -         3,844         

Research, discussions and work in progress regarding proposed legislation HB 47 to change the 2008 salary 

floor for termination cost for small PERS employers 15,958      -           -         -         -         -         -         -         -         15,958       

Review and discussions regarding questions by DOA Commissioner s office regarding presentation to Senate 

Finance 1,460        540           -         -         -         -         -         -         -         2,000         

Review and discussion regarding slides prepared by DOA Commissioners office regarding funding for PERS 

and TRS 2,642        1,844        -         -         -         -         -         -         -         4,486         

Work in process on Actuarial Study of fiscal impact of SB 79 allowing retiree's to be hired in TRS -           9,355        -         -         -         -         -         -         -         9,355         

Consulting and discussions regarding Pension Obligation Bonds with Key Bank 2,798        1,095        -         -         -         -         -         -         -         3,893         

Misc emails and phone calls 4,372        3,013        1,266     1,384     1,485     -         0 -         0 -         0 -         11,520       

TOTAL 82,813$    61,535      18,130   14,856   10,393   -             -             -             -             187,727$   

For the Three Months Ended March 31, 2014 104,927$  78,135      11,932   5,488     -         2,017     -         -         -         202,499$   

Summary through the Nine Months Ended March 31, 2015

PERS TRS JRS NGNMRS EPORS AHF RHF SBS DCP TOTAL

Actuarial Valuations 214,281$  144,249    48,861   19,271   10,458   -         1,323     -         -         438,443$   

ARMB Presentations 15,016      12,446      -         -         -         -         -         -         -         27,462       

Audit Request 501           171           2            -         -         34          297        -         -         1,005         

CAFR Information 6,025        5,789        -         -         -         -         -         -         -         11,814       

Preparation of FY 15 and FY 16 rate allocations for PERS and TRS under new actuarial methodology required 

under HB 385 5,279        4,140        -         -         -         -         -         -         -         9,419         

Actuarial study to determine the actuarial impact of the change in assumptions by decrement proposed by the 

experience analysis 9,584        7,622        4,336     2,892     -         -         -         -         -         24,434       

Preparation of projections over 30 years of the state assistance contributions to PERS and TRS under funding 

method changes required under HB 385 and SB 119 and new assumptions based on experience analysis 19,929      15,469      -         -         -         -         -         -         -         35,398       

30-year projections of actuarial funding updated for new assumptions 2,520        2,234        -         -         -         -         -         -         -         4,754         

Research, review, and discussions regarding the FY15 state "on-behalf-of" contribution rates considering 

excess contributions under SB 119 and level percent of payroll amortization methodology 5,426        4,518        -         -         -         -         -         -         -         9,944         

Prepare and revisions to summary of the actuarial impact of actuarial assumption and methodology changes on 

the FY 16 actuarial measures 4,116        4,115        -         -         -         -         -         -         -         8,231         

Letter documenting the impact on FY15 contribution rates for the change in the amortization methodology to 

leave percent of pay under HB 385 and that these rates were met with $3 billion appropriated under SB 119 3,952        3,377        -         -         -         -         -         -         -         7,329         

Calculation of FY 16 contribution rates using the roll-forward valuation method, the change in the amortization 

methodology to level percent of pay under HB 385, $3 billion appropriated under SB 119 in FY 15 and 17.7% 

FY 14 rate of return, and adoption of new assumptions 6,137        5,302        -         -         -         -         -         -         -         11,439       

Development of calculator to determine the cost to PERS P/F members to recognize military service for use in 

eligibility service for healthcare benefits 4,169        -           -         -         -         -         -         -         -         4,169         

Work in process for the Healthcare Design Study for DCR, including 30-year projections of annual contribution 

rates and funding status 4,036        4,036        -         -         -         -         -         -         -         8,072         

Prepare of summary of investment rate of return assumptions under the building block approach 1,639        1,639        1,639     -         -         -         -         -         -         4,917         

Prepare of summary on GEMS, the model Buck uses for forecasting investment rates of returns 168           168           168        -         -         -         -         -         -         503            

Information on Cash Balance Plans 252           252           -         -         -         -         -         -         -         503            

Projection of actuarial cost under the full DCR Tier 2,476        1,867        -         -         -         -         -         -         -         4,343         

Completion of GASB 67 Plan Accounting Reports for the fiscal year ending June 30, 2014 as required by 

KPMG, submitted November 24th 7,531        6,809        6,444     3,378     -         -         -         -         -         24,162       

30-year projections of actuarial funding updated for actual FY16 budgeted additional state assistance 

contributions 771           770           -         -         -         -         -         -         -         1,541         

Consulting, research, and analysis for the implementation of new GASB accounting 881           880           -         -         -         -         -         -         -         1,761         

Consulting on Same Sex Benefits 503           503           -         -         -         -         -         -         -         1,006         

Research and discussions regarding the Total FY 15 salaries used to determine contribution rates and the 

impact Part-time PERS members have on that calculation 4,962        -           -         -         -         -         -         -         -         4,962         

Research and discussions regarding the summary of changes developed by the OMB for the Governor's office 1,503        1,503        -         -         -         -         -         -         -         3,006         

Research and discussions regarding the purposed PERS termination cost for the City of Fairbanks if the Chief 

of Police position is eliminated from participation in PERS 1,761        -           -         -         -         -         -         -         -         1,761         

Research and discussions regarding the funding status of the PERS Voluntary Savings Plan 2,251        -           -         -         -         -         -         -         -         2,251         

Research, discussions and work in progress regarding proposed legislation HB 47 to change the 2008 salary 

floor for termination cost for small PERS employers 15,958      -           -         -         -         -         -         -         -         15,958       

Review and discussions regarding questions by DOA Commissioner s office regarding presentation to Senate 

Finance 1,460        540           -         -         -         -         -         -         -         2,000         

Review and discussion regarding slides prepared by DOA Commissioners office regarding funding for PERS 

and TRS 2,642        1,844        -         -         -         -         -         -         -         4,486         

Work in process on Actuarial Study of fiscal impact of SB 79 allowing retiree's to be hired in TRS -           9,355        -         -         -         -         -         -         -         9,355         

Consulting and discussions regarding Pension Obligation Bonds with Key Bank 2,798        1,095        -         -         -         -         -         -         -         3,893         

Misc emails and phone calls 14,493      9,838        2,889     1,845     1,543     1            60          -         -         30,669       

TOTAL 363,020$  250,530    64,338   27,386   12,001   35          1,680     -             -             718,990$   

Summary through the Nine Months Ended March 31, 2014 279,076$  186,932    16,277   7,462     2,112     2,017     7,941     143        34          501,994$   



 



SUBJECT: Retirement System Membership Activity ACTION:

as of March 31, 2015

DATE: June 18, 2015 INFORMATION: X

 

BACKGROUND:

Information related to PERS, TRS, JRS, NGNMRS, SBS, and DCP membership activity as 

requested by the Board.

STATUS:

Membership information as of March 31, 2015.
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JRS NG SBS DCP

DC SYSTEM DC SYSTEM

Tier I Tier II Tier III Total Tier IV TOTAL Tier I Tier II Total Tier III TOTAL

Active Members 2,608    5,296     11,366  19,270  16,545    35,815    876       5,179     6,055    4,206     10,261  76      n/a 22,806  6,488     

Terminated Members 2,122    5,025     11,300  18,447  7,876      26,323    437       2,607     3,044    1,777     4,821    3         n/a 20,325  4,083     

Retirees & Beneficiaries 23,446  5,772     2,049    31,267  9              31,276    10,569  1,508     12,077  -             12,077  108    650   n/a n/a

Managed Accounts n/a n/a n/a n/a 6,285      6,285      n/a n/a n/a 1,700     1,700    n/a n/a 1,040    1,046     

 

Retirements - 1st QTR FY15 198       158        102       458       n/a 458          192       191        383       n/a 383       -          26      n/a n/a

Full Disbursements - 1st QTR FY15 31          35          128       194       461          655          15          30          45          117        162       -          n/a 641       154        

Partial Disbursements - 1st QTR FY15 n/a n/a n/a n/a 38            38            n/a n/a n/a 13          13          n/a n/a 546       447        

JRS NG SBS DCP

DC DC

Tier I Tier II Tier III Total Tier IV TOTAL Tier I Tier II Total Tier III TOTAL

Active Members 2,523    5,173     11,287  18,983  17,398    36,381    880       5,191     6,071    4,543     10,614  76      n/a 22,311  6,575     

Terminated Members

Entitled to Future Benefits 746       2,565     2,752    6,063    349          6,412      79          689        768       194        962       3         n/a 21,284  4,177     

Other Terminated Members 1,324    2,430     8,447    12,201  7,581      19,782    345       1,865     2,210    1,517     3,727    -          n/a -             -             

Total Terminated Members 2,070    4,995     11,199  18,264  7,930      26,194    424       2,554     2,978    1,711     4,689    3         n/a 21,284  4,177     

Retirees & Beneficiaries 23,437  5,880     2,124    31,441  9              31,450    10,541  1,523     12,064  -             12,064  109    656   n/a n/a

Managed Accounts n/a n/a n/a 6,195      6,195      n/a n/a 1,679     1,679    n/a n/a 1,051    1,084     

 

Retirements - 2nd QTR FY15 128       127        80          335       n/a 335          10          21          31          n/a 31          -          34      n/a n/a

Full Disbursements - 2nd QTR FY15 25          32          155       212       378          590          11          34          45          52          97          -          n/a 553       112        

Partial Disbursements - 2nd QTR FY15 n/a n/a n/a n/a 23            23            n/a n/a n/a 10          10          n/a n/a 577       473        

MEMBERSHIP STATISTICS AS OF SEPTEMBER 30, 2014

MEMBERSHIP STATISTICS AS OF DECEMBER 31, 2014

PERS TRS

DB

PERS TRS

DB DB

DB
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JRS NG SBS DCP

DC DC

Tier I Tier II Tier III Total Tier IV TOTAL Tier I Tier II Total Tier III TOTAL

Active Members 2,447    5,091     11,118  18,656  17,682    36,338    871       5,163     6,034    4,556     10,590  77      n/a 21,936  6,663     

Terminated Members

Entitled to Future Benefits 711       2,515     2,772    5,998    371          6,369      76          692        768       183        951       3         n/a 21,368  4,152     

Other Terminated Members 1,297    2,403     8,416    12,116  7,835      19,951    337       1,845     2,182    1,468     3,650    -          n/a -             -             

Total Terminated Members 2,008    4,918     11,188  18,114  8,206      26,320    413       2,537     2,950    1,651     4,601    3         n/a 21,368  4,152     

Retirees & Beneficiaries 23,312  5,858     2,117    31,287  8              31,295    10,506  1,521     12,027  -             12,027  109    643   n/a n/a

Managed Accounts n/a n/a n/a 6,064      6,064      n/a n/a 1,653     1,653    n/a n/a 1,076    1,120     

 

Retirements - 3rd QTR FY15 122       112        77          311       n/a 311          14          24          38          n/a 38          1         32      n/a n/a

Full Disbursements - 3rd QTR FY15 27          31          118       176       440          616          10          29          39          76          115       -          n/a 643       164        

Partial Disbursements - 3rd QTR FY15 n/a n/a n/a n/a 33            33            n/a n/a n/a 9             9            n/a n/a 663       478        

DB DB

MEMBERSHIP STATISTICS AS OF MARCH 31, 2015

PERS TRS
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Alaska Division of Retirement and Benefits

FY 2015 QUARTERLY REPORT OF MEMBERSHIP STATISTICS

Annual & Quarterly Trends as of March 31, 2015
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LEGEND

Active Members - All active members at the time of the data pull,

except SBS & DCP, which are counts of contributors during the final quarter of each period.

Terminated Members - All members who have terminated without refunding their account,

except SBS & DCP, which are counts of members with balances at the end of the period less active members.

Retirees & Beneficiaries - All members who have retired from the plans, including beneficiaries eligible for benefits.

Managed Accounts - Individuals who have elected to participate in the managed accounts option with Great West.

Retirements - The number of retirement applications processed.

Full Disbursements - All types of disbursements that leave the member balance at zero.

Partial Disbursements - All types of disbursements that leave the member balance above zero. If more than one

partial disbursement is completed during the quarter for a member, they are counted only once for statistical purposes.

Prepared by Division of Retirement and Benefits  4











































ALASKA RETIREMENT MANAGEMENT BOARD
FINANCIAL REPORT

As of April 30, 2015



Beginning Invested 
Assets Investment Income (1)

Net Contributions 
(Withdrawals) 

Ending Invested 
Assets 

Public Employees' Retirement System (PERS)
Defined Benefit Plans:
Retirement Trust $ 7,720,341,308           $ 311,895,253              $ 668,865,248              $ 8,701,101,809           12.70% 3.87%
Retirement Health Care Trust 6,948,399,164           252,153,417              (124,959,125)             7,075,593,456           1.83% 3.66%

Total Defined Benefit Plans 14,668,740,472         564,048,670              543,906,123              15,776,695,265         7.55% 3.78%
Defined Contribution Plans:
Participant Directed Retirement 491,615,700              22,388,213                79,893,014                593,896,927              20.81% 4.21%
Health Reimbursement Arrangement 155,432,460              6,633,433                  25,387,310                187,453,203              20.60% 3.95%
Retiree Medical Plan 28,293,975                1,448,546                  11,541,737                41,284,258                45.91% 4.25%
Defined Benefit Occupational Death and Disability:
Public Employees 10,850,124                443,083                     1,256,901                  12,550,108                15.67% 3.86%
Police and Firefighters 5,165,027                  219,700                     784,519                     6,169,246                  19.44% 3.95%
Total Defined Contribution Plans 691,357,285              31,132,975                118,863,481              841,353,742              21.70% 4.15%

Total PERS 15,360,097,757       595,181,645            662,769,604             16,618,049,007       8.19% 3.79%
Teachers' Retirement System (TRS)
Defined Benefit Plans:
Retirement Trust 3,770,919,368           186,125,176              1,359,416,080           5,316,460,624           40.99% 4.18%
Retirement Health Care Trust 2,264,530,724           92,257,381                270,412,142              2,627,200,247           16.02% 3.84%

Total Defined Benefit Plans 6,035,450,092           278,382,557              1,629,828,222           7,943,660,871           31.62% 4.06%
Defined Contribution Plans:
Participant Directed Retirement 215,005,412              9,307,220                  23,587,585                247,900,217              15.30% 4.10%
Health Reimbursement Arrangement 49,102,919                2,018,715                  5,995,553                  57,117,187                16.32% 3.87%
Retiree Medical Plan 11,565,438                553,499                     3,709,184                  15,828,121                36.86% 4.12%
Defined Benefit Occupational Death and Disability 3,074,708                  113,420                     (10,437)                      3,177,691                  3.35% 3.70%

Total Defined Contribution Plans 278,748,477              11,992,854                33,281,885                324,023,216              16.24% 4.06%
Total TRS 6,314,198,569         290,375,411            1,663,110,107          8,267,684,087         30.94% 4.06%
Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 139,434,530              5,346,744                  686,969                     145,468,243              4.33% 3.83%
Defined Benefit Retirement Health Care Trust 26,405,394                975,473                     (22,800)                      27,358,067                3.61% 3.70%

Total JRS 165,839,924            6,322,217                664,169                    172,826,310            4.21% 3.80%
National Guard/Naval Militia Retirement System (MRS)
Defined Benefit Plan Retirement Trust 37,555,947                941,557                     (995,296)                    37,502,208                -0.14% 2.54%

Other Participant Directed Plans
Supplemental Annuity Plan 3,312,097,202           127,376,907              (13,687,520)               3,425,786,589           3.43% 3.85%
Deferred Compensation Plan 785,486,812              31,701,233                (5,408,988)                 811,779,057              3.35% 4.05%
Total All Funds 25,975,276,211       1,051,898,970         2,306,452,076          29,333,627,258       

Total Non-Participant Directed 21,171,071,086         861,125,397              2,222,067,985           24,254,264,468         14.56% 3.86%
Total Participant Directed 4,804,205,125           190,773,573              84,384,091                5,079,362,790           5.73% 3.94%
Total All Funds $ 25,975,276,211       $ 1,051,898,970         $ 2,306,452,076          $ 29,333,627,258       12.93% 3.88%

Notes:
(1) Includes interest, dividends, securities lending, expenses, realized and unrealized gains/losses
(2) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates and can be found at:  http://www.revenue.state.ak.us/treasury/programs/programs/other/armb/investmentresults.aspx

ALASKA RETIREMENT MANAGEMENT BOARD
 Schedule of Investment Income and Changes in Invested Assets by Fund

For the Ten Months Ending April 30, 2015

%  Change in 
Invested Assets

% Change due to 
Investment 
Income (2)

Page 1



Beginning Invested 
Assets Investment Income (1)

Net Contributions 
(Withdrawals) 

Ending Invested 
Assets 

Public Employees' Retirement System (PERS)
Defined Benefit Plans:
Retirement Trust $ 8,582,446,964           $ 142,812,196              $ (24,157,351)               $ 8,701,101,809           1.38% 1.67%
Retirement Health Care Trust 6,962,956,601           116,434,430              (3,797,575)                 7,075,593,456           1.62% 1.67%

Total Defined Benefit Plans 15,545,403,565         259,246,626              (27,954,926)               15,776,695,265         1.49% 1.67%
Defined Contribution Plans:
Participant Directed Retirement 578,418,293              6,000,826                  9,477,808                  593,896,927              1.11% 0.52%
Health Reimbursement Arrangement 181,044,587              3,038,572                  3,370,044                  187,453,203              1.24% 0.36%
Retiree Medical Plan 39,042,294                658,832                     1,583,132                  41,284,258                5.74% 1.65%
Defined Benefit Occupational Death and Disability:
Public Employees 12,170,063                204,134                     175,911                     12,550,108                3.12% 1.67%
Police and Firefighters 6,007,074                  100,708                     61,464                       6,169,246                  2.70% 1.67%
Total Defined Contribution Plans 816,682,311              10,003,072                14,668,359                841,353,742              3.02% 1.21%

Total PERS 16,362,085,876       269,249,698            (13,286,567)              16,618,049,007       1.56% 1.65%
Teachers' Retirement System (TRS)
Defined Benefit Plans:
Retirement Trust 5,256,912,865           87,402,884                (27,855,125)               5,316,460,624           1.13% 1.67%
Retirement Health Care Trust 2,587,335,017           43,243,813                (3,378,583)                 2,627,200,247           1.54% 1.67%

Total Defined Benefit Plans 7,844,247,882           130,646,697              (31,233,708)               7,943,660,871           1.27% 1.67%
Defined Contribution Plans:
Participant Directed Retirement 242,727,915              2,607,677                  2,564,625                  247,900,217              2.13% 1.07%
Health Reimbursement Arrangement 55,414,313                927,284                     775,590                     57,117,187                3.07% 1.66%
Retiree Medical Plan 15,072,921                252,653                     502,547                     15,828,121                5.01% 1.65%
Defined Benefit Occupational Death and Disability 3,129,425                  52,308                       (4,042)                          3,177,691                  1.54% 1.67%

Total Defined Contribution Plans 316,344,574              3,839,922                  3,838,720                  324,023,216              2.43% 1.21%
Total TRS 8,160,592,456         134,486,619            (27,394,988)              8,267,684,087         1.31% 1.65%
Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 143,521,441              2,385,969                  (439,167)                    145,468,243              1.36% 1.66%
Defined Benefit Retirement Health Care Trust 26,909,484                449,783                     (1,200)                        27,358,067                1.67% 1.67%

Total JRS 170,430,925            2,835,752                (440,367)                   172,826,310            1.41% 1.67%
National Guard/Naval Militia Retirement System (MRS)
Defined Benefit Plan Retirement Trust 37,225,887                444,367                     (168,046)                    37,502,208                0.74% 1.20%

Other Participant Directed Plans
Supplemental Annuity Plan 3,408,747,064           22,132,073                (5,092,548)                 3,425,786,589           0.50% 0.65%
Deferred Compensation Plan 809,526,915              2,692,949                  (440,807)                    811,779,057              0.28% 0.33%
Total All Funds 28,948,609,123       431,841,458            (46,823,323)              29,333,627,258       

Total Non-Participant Directed 23,909,188,936         398,407,933              (53,332,401)               24,254,264,468         1.44% 1.67%
Total Participant Directed 5,039,420,187           33,433,525                6,509,078                  5,079,362,790           0.79% 0.66%
Total All Funds $ 28,948,609,123       $ 431,841,458            $ (46,823,323)              $ 29,333,627,258       1.33% 1.49%

Notes:
(1) Includes interest, dividends, securities lending, expenses, realized and unrealized gains/losses
(2) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates and can be found at:  http://www.revenue.state.ak.us/treasury/programs/programs/other/armb/investmentresults.aspx

ALASKA RETIREMENT MANAGEMENT BOARD
 Schedule of Investment Income and Changes in Invested Assets by Fund

For the Month Ended April 30, 2015

%  Change in 
Invested Assets

% Change due to 
Investment 
Income (2)
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Total Defined Benefit Assets
As of April 30, 2015
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Public Employees' Retirement Pension Trust Fund
For the Ten Months Ending April 30, 2015
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Public Employees' Retirement Health Care Trust Fund
For the Ten Months Ending April 30, 2015

$7,075.6 

 $5,000

 $5,500

 $6,000

 $6,500

 $7,000

 $7,500

M
ill
io
ns

Total Assets by Month Prior Year

Current Year

$252.2 

 $(100)

 $100

 $300

 $500

 $700

 $900

 $1,100

M
ill
io
ns

Year‐to‐date Income by Month Prior Year

Current Year

2.45%

11.81%

27.76% 25.36%

3.82%

7.52%

5.00%

16.27%

0%

5%

10%

15%

20%

25%

30%

35%

Cash Equivalents Fixed Income
Composite

Broad Domestic
Equity

Global Equity Ex‐
US

Alternative Equity
Strategies

Private Equity Absolute Return Real Assets

Actual Asset Allocation vs Target Allocation Actual Policy

 $‐

 $2,000

 $4,000

 $6,000

 $8,000

M
ill
io
ns

Total Assets History

Page 5



Teachers' Retirement Pension Trust Fund
For the Ten Months Ending April 30, 2015

$5,316.5 
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Teachers' Retirement Health Care Trust Fund
For the Ten Months Ending April 30, 2015
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Judicial Retirement Pension Trust Fund
For the Ten Months Ending April 30, 2015
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Judicial Retirement Health Care Trust Fund
For the Ten Months Ending April 30, 2015
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Military Retirement Trust Fund
For the Ten Months Ending April 30, 2015
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ALASKA RETIREMENT MANAGEMENT BOARD

Reporting of Funds by Manager

All Non‐Participant Directed Plans



Beginning Net Contributions Ending
Invested Investment and Invested % increase
Assets Income (Withdrawals) Assets (decrease)

Cash 
Short-Term Fixed Income Pool 223,798,242$            224,856$                     327,254,666$            551,277,764$            146.33%

Total Cash 223,798,242              224,856                       327,254,666              551,277,764              146.33%

Fixed Income 
US Treasury Fixed Income 1,628,767,923           (1,206,315)                   (290,000,000)            1,337,561,608           -17.88%

Taxable Municipal Bond Pool
Western Asset Management 121,776,988              (1,980,678)                   -                            119,796,310              -1.63%
Guggenheim Partners 117,691,817              (2,543,251)                   -                            115,148,566              -2.16%

239,468,805              (4,523,929)                   -                            234,944,876              -1.89%

Tactical Fixed Income Pool
Pyramis Global Advisors 123,213,385              673,911                       -                            123,887,296              0.55%

International Fixed Income Pool 
Mondrian Investment Partners 383,119,440              13,595,235                  -                            396,714,675              3.55%

High Yield Pool 
MacKay Shields, LLC 615,941,984              8,709,543                    -                            624,651,527              1.41%

Emerging Debt Pool 
Lazard Emerging Income 163,837,014              1,196,890                    -                            165,033,904              0.73%

Total Fixed Income 3,154,348,551           18,445,335                  (290,000,000)            2,882,793,886           -8.61%

Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015

Domestic Equities 
Small Cap Pool 

Passively Managed 
SSgA Russell 2000 Growth 19,515,347                (569,853)                      -                            18,945,494                -2.92%
SSgA Russell 2000 Value 66,211,730                (1,415,691)                   -                            64,796,039                -2.14%

Total Passive 85,727,077                (1,985,544)                   -                            83,741,533                -2.32%
Actively Managed 

Barrow, Haney, Mewhinney & Strauss 114,950,690              (2,972,862)                   -                            111,977,828              -2.59%
DePrince, Race & Zollo Inc.- Micro Cap 99,390,517                (443,179)                      -                            98,947,338                -0.45%
Frontier Capital Mgmt. Co. 108,861,791              (2,049,936)                   -                            106,811,855              -1.88%
Jennison Associates, LLC 111,555,432              (3,853,746)                   -                            107,701,686              -3.45%
Lord Abbet Small Cap Growth Fund 112,843,164              (3,714,690)                   -                            109,128,474              -3.29%
Lord Abbett & Co.- Micro Cap 126,051,407              (5,190,489)                   -                            120,860,918              -4.12%
Luther King Capital Management 106,317,267              (1,897,325)                   -                            104,419,942              -1.78%
SSgA Futures Small Cap 11,987,773                (284,406)                      -                            11,703,367                -2.37%
Transition Account -                            -                               -                            -                            -
Victory Capital  Management 116,289,478              (1,925,082)                   -                            114,364,396              -1.66%
SSgA Volatility-Russell 2000 100,407,722              (3,322,458)                   -                            97,085,264                -3.31%

Total Active 1,008,655,241           (25,654,173)                 -                            983,001,068              -2.54%
Total Small Cap 1,094,382,318           (27,639,717)                 -                            1,066,742,601           -2.53%

Large Cap Pool 
Passively Managed 

SSgA Russell 1000 Growth 1,275,758,931           6,643,997                    -                            1,282,402,928           0.52%
SSgA Russell 1000 Value 1,583,777,009           14,645,032                  -                            1,598,422,041           0.92%
SSgA Russell 200 777,417,591              11,228,563                  -                            788,646,154              1.44%

Total Passive 3,636,953,531           32,517,592                  -                            3,669,471,123           0.89%
Actively Managed 

Allianz Global Investors 391,481,599              (1,221,236)                   -                            390,260,363              -0.31%
Barrow, Haney, Mewhinney & Strauss 350,922,232              3,464,499                    -                            354,386,731              0.99%
Lazard Freres 414,662,512              526,490                       -                            415,189,002              0.13%
McKinley Capital Mgmt. 389,756,144              (1,732,911)                   -                            388,023,233              -0.44%
Quantitative Management Assoc. 341,013,879              6,390,979                    -                            347,404,858              1.87%
SSgA Futures large cap 14,229,406                145,979                       -                            14,375,385                1.03%
Transition Account -                            -                               -                            -                            -
SSgA Volatility-Russell 1000 101,087,532              (677,593)                      -                            100,409,939              -0.67%

Total Active 2,003,153,304           6,896,207                    -                            2,010,049,511           0.34%
Total Large Cap 5,640,106,835           39,413,799                  -                            5,679,520,634           0.70%

Total Domestic Equity 6,734,489,153           11,774,082                  -                            6,746,263,235           0.17%
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015

Alternative Equity Strategies  
Alternative Equity Strategy Pool 

Relational Investors, LLC 101,874,651              605,001                       (4,764,808)                97,714,844                -4.08%
Analytic Buy Write Account 280,779,326              3,942,537                    -                            284,721,863              1.40%
Allianz Global Investors Buy-Write Account -                            -                               -                            -                            -
Quantitative Management Associates MPS 202,567,225              837,982                       -                            203,405,207              0.41%
ARMB Equity Yield Strategy 140,317,959              1,195,024                    -                            141,512,983              0.85%

Total Alternative Equity Strategy Pool 725,539,161              6,580,544                    (4,764,808)                727,354,897              0.25%

Convertible Bond Pool 
Advent Capital 199,467,354              645,367                       -                            200,112,721              0.32%

Total Alternative Equity Strategies 925,006,515              7,225,911                    (4,764,808)                927,467,618              0.27%

Global Equities Ex US 
Small Cap Pool 

Mondrian Investment Partners 150,922,888              5,913,964                    -                            156,836,852              3.92%
Schroder Investment Management 162,653,428              7,278,217                    -                            169,931,645              4.47%

Total Small Cap 313,576,316              13,192,181                  -                            326,768,497              4.21%

Large Cap Pool 
Blackrock ACWI Ex-US IMI 539,273,817              28,064,863                  -                            567,338,680              5.20%
Brandes Investment Partners 1,069,611,514           51,775,168                  -                            1,121,386,682           4.84%
Cap Guardian Trust Co 796,136,423              39,433,004                  -                            835,569,427              4.95%
Lazard Freres 421,715,199              19,603,501                  -                            441,318,700              4.65%
McKinley Capital Management 511,153,914              18,424,177                  -                            529,578,091              3.60%
SSgA Futures International -                            -                               -                            -                            -
Allianz Global Investors 253,325,719              13,090,341                  -                            266,416,060              5.17%
Arrow Street Capital 211,170,576              7,255,678                    -                            218,426,254              3.44%
Baillie Gifford Overseas Limited 274,991,829              9,654,400                    -                            284,646,229              3.51%
State Street Global Advisors 836,107,060              43,000,161                  -                            879,107,221              5.14%

Total Large Cap 4,913,486,051           230,301,293                -                            5,143,787,344           4.69%

Emerging Markets Equity Pool
Lazard Asset Management 373,417,480              25,913,312                  -                            399,330,792              6.94%
Eaton Vance 253,551,144              16,575,542                  -                            270,126,686              6.54%

Total Emerging Markets Pool 626,968,624              42,488,854                  -                            669,457,478              6.78%

Frontier Market Pool
Everest Capital Frontier Markets Equity 87,234,800                3                                  (67,166,097)              20,068,706                -76.99%

Total Global Equities 5,941,265,791           285,982,331                (67,166,097)              6,160,082,025           3.68%
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015

Private Equity Pool  
Abbott Capital 778,846,222              2,521,846                    (1,485,654)                779,882,414              0.13%
Angelo, Gordon & Co.  7,237,152                  (1)                                 (437,200)                   6,799,951                  -6.04%
Blum Capital Partners-Strategic 7,293,839                  (5)                                 (340,313)                   6,953,521                  -4.67%
Lexington Partners 45,286,739                (13)                               (922,273)                   44,364,453                -2.04%
Merit Capital Partners 16,883,634                1,060,329                    (3,865,840)                14,078,123                -16.62%
NB SOF III 11,807,497                537,496                       2,500,000                  14,844,993                25.73%
Resolute Fund III 2,934,241                  131,179                       806,361                     3,871,781                  31.95%
Glendon Opportunities 17,981,992                60,575                         2,000,000                  20,042,567                11.46%
New Mountain Partners IV 3,536,282                  -                               -                            3,536,282                  -
KKR Lending Partners II 40,739,302                -                               (8,252,200)                32,487,102                -20.26%
NGP XI 1,374,863                  -                               -                            1,374,863                  -
Lexington Capital Partners VIII 3,517,764                  -                               -                            3,517,764                  -
Onex Partnership III 23,152,684                -                               -                            23,152,684                -
Pathway Capital Management LLC 820,342,988              6,156,325                    170,409                     826,669,722              0.77%
Warburg Pincus Prvt Eqty XI 20,494,294                -                               -                            20,494,294                -
Warburg Pincus X 21,429,013                -                               -                            21,429,013                -

Total Private Equity 1,822,858,506           10,467,731                  (9,826,710)                1,823,499,527           0.04%

Absolute Return Pool
Global Asset Management (USA) Inc. 372,197,231              2,182,674                    -                            374,379,905              0.59%
Prisma Capital Partners 428,220,719              4,271,999                    940,000                     433,432,718              1.22%
Crestline Investors, Inc. 195,794,890              (341,901)                      2,495,100                  197,948,089              1.10%
Allianz Global Investors 201,964,930              6,453,851                    -                            208,418,781              3.20%

Total Absolute Return Investments 1,198,177,770           12,566,623                  3,435,100                  1,214,179,493           1.34%
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015

Real Assets 
Farmland Pool

UBS Agrivest, LLC 518,018,555              (38)                               4,371,601                  522,390,118              0.84%
Hancock Agricultural Investment Group 242,707,914              -                               -                            242,707,914              -

Total Farmland Pool 760,726,469              (38)                               4,371,601                  765,098,032              0.57%

Timber Pool
Timberland Invt Resource LLC 267,945,097              -                               -                            267,945,097              -
Hancock Natural Resource Group 95,899,631                -                               -                            95,899,631                -

Total Timber Pool 363,844,728              -                               -                            363,844,728              -

Energy Pool
EIG Energy Fund XV 38,088,536                (1,638,103)                   875,000                     37,325,433                -2.00%
EIG Energy Fund XD 7,041,991                  (51,649)                        -                            6,990,342                  -0.73%
EIG Energy Fund XIV-A 48,860,450                (3,961,610)                   -                            44,898,840                -8.11%
EIG Energy Fund XVI 14,302,290                (2,542,225)                   5,000,000                  16,760,065                17.18%

Total Energy Pool 108,293,267              (8,193,587)                   5,875,000                  105,974,680              -2.14%

REIT Pool 
REIT Trans Account -                            -                               -                            -                            -
REIT Holdings 360,575,960              (17,894,816)                 -                            342,681,144              -4.96%

Total REIT Pool 360,575,960              (17,894,816)                 -                            342,681,144              -4.96%

Treasury Inflation Proof Securities 
TIPS Internally Managed Account 135,410,534              984,233                       -                            136,394,767              0.73%

Master Limited Partnerships 
Advisory Research MLP 261,266,370              16,407,203                  -                            277,673,573              6.28%
Tortoise Capital Advisors 280,732,931              16,506,815                  -                            297,239,746              5.88%

Total Master Limited Partnerships 541,999,301              32,914,018                  -                            574,913,319              6.07%

Infrastructure Private Pool
IFM Global Infrastructuer Fund-Private -                            -                               -                            -                            -
JP Morgan Infrastructure Fund-Private 97,831,401                (3,278,880)                   -                            94,552,521                -3.35%

Total Infrastructure Private Pool 97,831,401                (3,278,880)                   -                            94,552,521                -3.35%

Infrastructure Public Pool
Brookfield Investment Mgmt.-Public 128,536,854              4,362,478                    -                            132,899,332              3.39%
Lazard Asset Mgmt.-Public 128,543,488              5,768,317                    -                            134,311,805              4.49%

Total Infrastructure Public Pool 257,080,342              10,130,795                  -                            267,211,137              3.94%
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager

Schedule of Investment Income and Changes in Invested Assets
For The Month Ended April 30, 2015

Real Estate  
Core Commingled Accounts 

JP Morgan 217,976,317              5,258,690                    (2,314,923)                220,920,084              1.35%
UBS Trumbull Property Fund 88,348,515                2,643,382                    (683,098)                   90,308,799                2.22%

Total Core Commingled 306,324,832              7,902,072                    (2,998,021)                311,228,883              1.60%
Core Separate Accounts 

Cornerstone Real Estate Advisers Inc. 122,708,279              (122,689,717)               (18,945)                     (383)                          -100.00%
LaSalle Investment Management 154,508,716              (5,820,591)                   (207,072)                   148,481,053              -3.90%
Sentinel Separate Account 155,641,652              45,385,224                  (667,966)                   200,358,910              28.73%
UBS Realty 308,119,047              92,369,454                  (929,493)                   399,559,008              29.68%

Total Core Separate  740,977,694              9,244,370                    (1,823,476)                748,398,588              1.00%
Non-Core Commingled Accounts 

Almanac Realty Securities IV 2,241,014                  85,456                         -                            2,326,470                  3.81%
Almanac Realty Securities V 15,967,357                1,272,737                    (203,501)                   17,036,593                6.70%
Almanac Realty Securities VII -                            -                               645,203                     645,203                     100.00%
BlackRock Diamond Property Fund 21,717,090                196,363                       (9,677)                       21,903,776                0.86%
Colony Investors VIII, L.P. 17,266,242                1,562,253                    (3,151,115)                15,677,380                -9.20%
Cornerstone Apartment Venture III 402,290                     (80,674)                        -                            321,616                     -20.05%
Coventry 12,561,058                118,329                       -                            12,679,387                0.94%
ING Clarion Development Ventures II 1,064,178                  (322,187)                      -                            741,991                     -30.28%
ING Clarion Development Ventures III 12,212,689                5,145,666                    -                            17,358,355                42.13%
ING Clarion Development Ventures IIII 3,185,000                  -                               470,484                     3,655,484                  14.77%
KKR Real Estate Partners Americas LP. 32,373,822                158,195                       7,139,347                  39,671,364                22.54%
LaSalle Medical Office Fund II 3,026,998                  (76,486)                        -                            2,950,512                  -2.53%
Lowe Hospitality Partners 2,481,851                  413,399                       (563,789)                   2,331,461                  -6.06%
Silverpeak Legacy Pension Partners II, L.P. 66,396,319                5,272,667                    (19,204,844)              52,464,142                -20.98%
Silverpeak Legacy Pension Partners III, L.P. 7,846,939                  (530,936)                      -                            7,316,003                  -6.77%
Tishman Speyer Real Estate Venture VI 32,835,669                4,103,741                    (2,811,764)                34,127,646                3.93%
Tishman Speyer Real Estate Venture VII 4,601,364                  2,594,374                    -                            7,195,738                  56.38%

Total Non-Core Commingled 236,179,880              19,912,897                  (17,689,656)              238,403,121              0.94%
Total Real Estate  1,283,482,406           37,059,339                  (22,511,153)              1,298,030,592           1.13%

Total Real Assets 3,909,244,408           51,721,064                  (12,264,552)              3,948,700,920           1.01%
Total Assets 23,909,188,936$       398,407,933$              (53,332,401)$            24,254,264,468$       1.44%
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ALASKA RETIREMENT MANAGEMENT BOARD

Reporting of Funds by Manager

Participant Directed Plans



Interim Transit Account
Beginning Invested 

Assets Investment Income
Net Contributions 

(Withdrawals) 
Transfers In 

(Out)
Ending Invested 

Assets 
Treasury Division   (1)

   Cash and Cash Equivalents $ 7,104,538 $ 1,489 $ (6,518,903) $ -                     $ 587,124                       -91.74% 0.04%
Participant Options
T. Rowe Price

Stable Value Fund 343,536,462                636,604                       (2,522,291)              (90,645)          341,560,130                -0.58% 0.19%
Small Cap Stock Fund 135,086,789                (4,211,921)                   420,902                   (633,863)        130,661,907                -3.28% -3.12%
Alaska Balanced Trust 1,191,325,725             7,675,673                    (2,965,889)              (1,328,263)     1,194,707,246             0.28% 0.65%
Long Term Balanced Fund 544,352,451                6,258,749                    2,024,031                (3,925,841)     548,709,390                0.80% 1.15%
AK Target Date 2010 Trust 7,616,319                    64,532                         31,796                     22,052            7,734,699                    1.55% 0.84%
AK Target Date 2015 Trust 98,689,098                  1,017,980                    (310,763)                 (33,126)          99,363,189                  0.68% 1.03%
AK Target Date 2020 Trust 67,113,068                  798,828                       624,786                   (667,008)        67,869,674                  1.13% 1.19%
AK Target Date 2025 Trust 42,941,957                  575,549                       599,280                   475,275         44,592,061                  3.84% 1.32%
AK Target Date 2030 Trust 31,874,916                  473,141                       497,140                   (89,451)          32,755,746                  2.76% 1.47%
AK Target Date 2035 Trust 27,374,723                  430,554                       520,135                   530,817         28,856,229                  5.41% 1.54%
AK Target Date 2040 Trust 27,348,195                  458,509                       578,832                   (121,616)        28,263,920                  3.35% 1.66%
AK Target Date 2045 Trust 30,078,155                  502,227                       743,830                   (66,844)          31,257,368                  3.92% 1.65%
AK Target Date 2050 Trust 31,789,275                  532,118                       960,627                   (75,046)          33,206,974                  4.46% 1.65%
AK Target Date 2055 Trust 23,088,917                  385,438                       746,105                   396,105         24,616,565                  6.62% 1.63%

Total Investments with T. Rowe Price 2,602,216,050             15,597,981                  1,948,521                (5,607,454)     2,614,155,098             

State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 36,408,143                  1                                  (1,027,686)              2,105,728      37,486,186                  2.96% 0.00%
S&P 500 Stock Index Fund Series A 347,247,088                3,346,432                    227,794                   (5,215,572)     345,605,742                -0.47% 0.97%
Russell 3000 Index 64,730,188                  298,859                       188,539                   (1,024,413)     64,193,173                  -0.83% 0.46%
US Real Estate Investment Trust Index 40,279,148                  (2,403,580)                   151,485                   1,432,292      39,459,345                  -2.04% -5.85%
World Equity Ex-US Index 26,206,483                  1,337,197                    59,808                     2,083,961      29,687,449                  13.28% 4.90%
Long US Treasury Bond Index 17,316,729                  (559,629)                      69,166                     706,674         17,532,940                  1.25% -3.16%
US Treasury Inflation Protected Securities Index 15,748,806                  110,003                       (52,077)                    179,746         15,986,478                  1.51% 0.70%
World Government Bond Ex-US Index 10,056,796                  189,085                       (19,757)                    285,022         10,511,146                  4.52% 1.86%
Global Balanced Fund 59,941,983                  1,094,858                    131,497                   645,012         61,813,350                  3.12% 1.81%

Total Investments with SSGA 617,935,364                3,413,226                    (271,231)                 1,198,450      622,275,809                

BlackRock
Government/Credit Bond Fund 49,763,094                  (253,213)                      (456,162)                 2,532,965      51,586,684                  3.66% -0.50%
Intermediate Bond Fund 12,127,118                  (11,899)                        53,398                     (566,481)        11,602,136                  -4.33% -0.10%

Total Investments with Barclays Global Investors 61,890,212                  (265,112)                      (402,764)                 1,966,484      63,188,820                  

Brandes/Allianz (3)
AK International Equity Fund 78,033,271                  3,552,696                    214,659                   2,893,393      84,694,019                  8.54% 4.46%

RCM
Sustainable Core Opportunities Fund 41,567,630                  (168,207)                      (62,830)                    (450,873)        40,885,720                  -1.64% -0.41%

Total All Funds $ 3,408,747,064             $ 22,132,073                  $ (5,092,548)              $ -                 $ 3,425,786,589             0.50% 0.65%

Notes: Source data provided by the record keeper, Great West Life. (1) Represents net contributions in transit to/from the record keeper. 
(2) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates.
(3) This investment is comprised of two funds, Brandes International Equity Fund and Allianz NFJ International Fund
effective March 30, 2015.
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Invested Assets  (at fair value) July August September October November December January February March April
Investments with Treasury Division 

Cash and cash equivalents $ 6,952 $ 7,920 $ 1,330 $ 6,559 $ 6,477 $ 1,970 $ 6,758 $ 7,656 $ 7,105 $ 587
Investments with T. Rowe Price

Stable Value Fund 337,468 339,982 337,085 340,454 339,260 344,978 340,773 345,287 343,536 341,560
Small Cap Stock Fund 127,861 130,619 123,646 129,482 129,927 130,931 124,382 131,076 135,087 130,662
Alaska Balanced Trust 1,184,014 1,197,476 1,179,514 1,185,979 1,195,762 1,187,821 1,182,322 1,198,491 1,191,326 1,194,707
Long Term Balanced Fund 521,457 532,786 523,919 527,755 536,905 533,366 529,619 545,722 544,352 548,709
AK Target Date 2010 Trust 8,310 7,697 7,802 7,398 7,355 7,809 7,944 8,218 7,616 7,735
AK Target Date 2015 Trust 101,864 103,561 101,884 102,903 103,540 101,819 98,502 100,773 98,689 99,363
AK Target Date 2020 Trust 62,538 64,289 63,809 63,901 65,220 64,453 64,529 66,595 67,113 67,870
AK Target Date 2025 Trust 37,641 39,154 38,733 39,378 39,891 39,305 40,064 42,667 42,942 44,592
AK Target Date 2030 Trust 26,962 28,128 28,485 29,474 29,871 29,647 29,961 31,909 31,875 32,756
AK Target Date 2035 Trust 22,625 24,006 23,961 24,371 25,386 25,536 25,152 26,632 27,375 28,856
AK Target Date 2040 Trust 23,071 24,213 24,449 25,136 25,811 25,584 25,349 26,897 27,348 28,264
AK Target Date 2045 Trust 24,583 25,805 25,878 26,364 27,450 27,720 27,925 29,896 30,078 31,257
AK Target Date 2050 Trust 25,776 27,100 27,322 27,986 29,039 29,689 29,449 31,487 31,789 33,207
AK Target Date 2055 Trust 17,055 18,519 18,959 19,280 20,301 20,806 20,799 22,805 23,089 24,617

State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 36,580 37,327 36,833 37,325 36,329 38,300 37,304 36,924 36,408 37,486
S&P 500 Stock Index Fund Series A 324,031 336,062 334,995 343,815 353,303 347,788 336,946 352,404 347,247 345,606
Russell 3000 Index 54,512 57,336 57,408 59,041 60,891 61,240 60,070 64,675 64,730 64,193
US Real Estate Investment Trust Index 30,398 30,728 28,839 31,767 33,517 35,800 45,140 40,001 40,279 39,459
World Equity Ex-US Index 26,093 26,226 24,840 24,068 24,286 23,807 23,897 26,059 26,206 29,687
Long US Treasury Bond Index 10,679 11,483 11,489 14,450 13,287 15,937 19,855 18,754 17,317 17,533
US Treasury Inflation Protected Securities Index 16,554 16,416 15,840 15,663 15,675 15,589 16,183 16,003 15,749 15,986
World Government Bond Ex-US Index 10,147 10,223 9,738 9,716 9,931 9,870 10,007 9,976 10,057 10,511
Global Balanced Fund 56,301 57,430 55,787 56,520 57,680 57,375 57,247 59,901 59,942 61,813

Investments with BlackRock
Government/Credit Bond Fund 45,303 45,547 45,334 46,274 46,475 48,221 49,732 49,779 49,763 51,587
Intermediate Bond Fund 12,508 12,599 12,594 12,732 12,857 11,959 11,825 11,728 12,127 11,602

Investments with Brandes/Allianz Institutional
AK International Equity Fund 84,623 84,803 81,042 78,780 79,414 75,589 74,633 83,401 78,033 84,694

Investments with RCM
Sustainable Core Opportunities Fund 38,809 41,386 40,505 40,857 42,365 42,226 40,556 41,833 41,568 40,886

Total Invested Assets $ 3,274,713 $ 3,338,819 $ 3,282,020 $ 3,327,429 $ 3,368,205 $ 3,355,137 $ 3,336,921 $ 3,427,547 $ 3,408,747 $ 3,425,787

Change in Invested Assets
Beginning Assets $ 3,312,097 $ 3,274,713 $ 3,338,819 $ 3,282,020 $ 3,327,429 $ 3,368,205 $ 3,355,137 $ 3,336,921 $ 3,427,547 $ 3,408,747
Investment Earnings (36,071) 65,542 (55,393) 46,399 38,891 (14,856) (13,880) 88,697 (14,085) 22,132
Net Contributions (Withdrawals) (1,313) (1,436) (1,406) (990) 1,885 1,788 (4,337) 1,930 (4,715) (5,093)
Ending Invested Assets $ 3,274,713 $ 3,338,819 $ 3,282,020 $ 3,327,429 $ 3,368,205 $ 3,355,137 $ 3,336,921 $ 3,427,547 $ 3,408,747 $ 3,425,787

Supplemental Annuity Plan

$ (Thousands)

Schedule of Invested Assets with
Schedule of Investment Income and Changes in Invested Assets

By Month Through the Month Ended 
April 30, 2015

Source data provided by the record keeper, Great West Life.
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Beginning 
Invested Assets

Investment 
Income

Net Contributions 
(Withdrawals) 

Transfers In 
(Out)

Ending Invested 
Assets 

Participant Options
T. Rowe Price

Interest Income Fund $ 181,603,350        $ 368,535               $ (860,301)              $ (723,177)              $ 180,388,407 -0.67% 0.20%
Small Cap Stock Fund 98,134,144          (3,055,030)           (243,188)              (200,818)              94,635,108 -3.57% -3.12%
Alaska Balanced Trust 15,728,013          100,408               58,138                 443,002               16,329,561 3.82% 0.63%
Long Term Balanced Fund 51,524,688          595,215               (17,962)                (433,275)              51,668,666 0.28% 1.16%
AK Target Date 2010 Trust 3,133,022            26,514                 29,793                 (1,665)                  3,187,664 1.74% 0.84%
AK Target Date 2015 Trust 10,675,532          112,850               (294,460)              514,398               11,008,320 3.12% 1.05%
AK Target Date 2020 Trust 15,695,989          185,391               196,612               (39,163)                16,038,829 2.18% 1.18%
AK Target Date 2025 Trust 7,941,834            106,496               149,577               (134,692)              8,063,215 1.53% 1.34%
AK Target Date 2030 Trust 5,498,591            81,458                 130,341               (7,458)                  5,702,932 3.72% 1.47%
AK Target Date 2035 Trust 3,336,520            50,902                 42,051                 233,356               3,662,829 9.78% 1.47%
AK Target Date 2040 Trust 3,461,853            57,974                 99,195                 (1,554)                  3,617,468 4.50% 1.65%
AK Target Date 2045 Trust 2,222,286            37,773                 86,555                 (48,043)                2,298,571 3.43% 1.69%
AK Target Date 2050 Trust 2,052,143            34,447                 54,555                 (11,714)                2,129,431 3.77% 1.66%
AK Target Date 2055 Trust 2,862,136            52,563                 8,145                   (238,538)              2,684,306 -6.21% 1.91%

Total Investments with T. Rowe Price 403,870,101        (1,244,504)           (560,949)              (649,341)              401,415,307

State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 12,075,159          1                          (152,094)              280,355               12,203,421 1.06% 0.00%
Russell 3000 Index 23,453,778          106,611               160,283               (143,533)              23,577,139 0.53% 0.45%
US Real Estate Investment Trust Index 15,331,567          (897,101)              (106,839)              (52,033)                14,275,594 -6.89% -5.88%
World Equity Ex-US Index 9,329,831            477,013               68,287                 458,618               10,333,749 10.76% 4.97%
Long US Treasury Bond Index 5,547,064            (168,745)              30,467                 (242,468)              5,166,318 -6.86% -3.10%
US Treasury Inflation Protected Securities Index 7,340,896            51,749                 (70,398)                38,064                 7,360,311 0.26% 0.71%
World Government Bond Ex-US Index 3,537,178            67,390                 (10,461)                124,565               3,718,672 5.13% 1.87%
Global Balanced Fund 40,967,581          750,539               60,197                 81,434                 41,859,751 2.18% 1.83%

Total Investments with SSGA 117,583,054        387,457               (20,558)                545,002               118,494,955

BlackRock
S&P 500 Index Fund 181,618,942        1,761,748            192,503               (1,128,486)           182,444,707 0.45% 0.97%
Government/Credit Bond Fund 30,105,510          (147,111)              (243,342)              584,058               30,299,115 0.64% -0.49%
Intermediate Bond Fund 14,499,094          (15,422)                (10,050)                (61,569)                14,412,053 -0.60% -0.11%

Total Investments with Barclays Global Investors 226,223,546        1,599,216            (60,889)                (605,997)              227,155,875

Brandes/Allianz (2)
AK International Equity Fund 44,613,396          2,022,015            79,981                 896,076               47,611,468 6.72% 4.48%

RCM
Sustainable Core Opportunities Fund 17,236,818          (71,235)                121,608               (185,740)              17,101,451 -0.79% -0.41%

Total All Funds $ 809,526,915        $ 2,692,949            $ (440,807)              $ -                           $ 811,779,057 0.28% 0.33%

Notes:  Source data provided by the record keeper, Great West Life.
(1) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates.
(2) This investment is comprised of two funds, 50% Brandes International equity Fund and 50% Allianz NFJ International Fund
effective March 30, 2015.

%  Change in 
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Invested Assets  (at fair value) July August September October November December January February March April
Investments with T. Rowe Price

Interest Income Fund
Cash and cash equivalents $ 6,053 $ 9,325 $ 8,447 $ 9,067 $ 10,927 $ 9,815 $ 5,095 $ 7,783 $ 7,916 $ 6,448
Synthetic Investment Contracts 174,149 170,933 171,144 172,210 171,367 172,203 172,701 172,991 173,687 173,941

Small Cap Stock Fund 91,564 94,865 90,111 94,714 95,102 97,183 92,852 96,962 98,134 94,635
Long Term Balanced Fund 14,384 15,119 14,509 14,315 15,140 15,168 15,121 15,666 15,728 16,330
Alaska Balanced Trust 51,030 51,987 50,662 50,895 52,237 51,569 51,165 52,738 51,525 51,669
AK Target Date 2010 Trust 3,023 3,053 3,074 3,109 3,232 3,359 3,326 3,521 3,133 3,188
AK Target Date 2015 Trust 9,771 9,945 10,263 10,426 10,030 10,387 10,168 10,530 10,676 11,008
AK Target Date 2020 Trust 13,775 14,430 14,543 14,458 15,243 15,026 14,770 15,291 15,696 16,039
AK Target Date 2025 Trust 6,875 7,139 7,042 7,443 7,687 7,467 7,408 7,869 7,942 8,063
AK Target Date 2030 Trust 4,534 4,464 4,607 4,730 4,873 5,065 5,218 5,626 5,499 5,703
AK Target Date 2035 Trust 3,136 3,096 3,023 3,069 3,154 3,120 3,113 3,299 3,337 3,663
AK Target Date 2040 Trust 2,896 3,050 3,015 3,008 3,099 3,220 3,105 3,271 3,462 3,617
AK Target Date 2045 Trust 1,611 1,681 1,698 1,753 1,883 1,858 1,908 2,160 2,222 2,299
AK Target Date 2050 Trust 1,250 1,334 1,340 1,376 1,430 1,467 1,906 1,957 2,052 2,129
AK Target Date 2055 Trust 1,909 2,051 2,054 2,241 2,108 2,218 2,252 2,791 2,862 2,684

State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 12,052 12,178 12,207 12,744 11,731 12,757 11,644 12,087 12,075 12,203
Russell 3000 Index 19,311 20,245 20,133 20,780 21,546 22,001 21,676 23,096 23,454 23,577
US Real Estate Investment Trust Index 11,351 10,968 10,187 11,543 12,040 12,835 16,652 15,108 15,332 14,276
World Equity Ex-US Index 8,973 9,177 8,627 8,562 8,575 8,247 8,413 9,052 9,330 10,334
Long US Treasury Bond Index 3,393 3,656 3,688 4,389 4,663 5,342 6,489 5,392 5,547 5,166
US Treasury Inflation Protected Securities Index 7,832 7,700 7,638 7,622 7,348 7,313 7,590 7,381 7,341 7,360
World Government Bond Ex-US Index 3,869 3,918 3,578 3,568 3,553 3,640 3,607 3,610 3,537 3,719
Global Balanced Fund 40,960 41,605 40,332 40,269 40,701 40,179 39,950 41,179 40,968 41,860

Investments with BlackRock
S&P 500 Index Fund 171,771 176,659 175,469 179,072 184,228 182,350 177,251 185,084 181,619 182,445
Government/Credit Bond Fund 29,050 29,191 28,879 29,088 29,135 29,682 30,306 29,994 30,106 30,299
Intermediate Bond Fund 14,475 14,377 14,244 14,317 14,389 14,225 14,452 14,226 14,499 14,412

Investments with Brandes/Allianz
AK International Equity Fund 49,285 49,171 47,081 45,820 46,219 43,864 43,397 47,383 44,613 47,611

Investments with RCM
Sustainable Opportunities Fund 15,784 16,987 16,680 16,770 17,190 17,163 16,648 17,485 17,237 17,101

Total Invested Assets $ 774,066 $ 788,302 $ 774,275 $ 787,358 $ 798,830 $ 798,722 $ 788,181 $ 813,533 $ 809,527 $ 811,779

Change in Invested Assets
Beginning Assets $ 785,487 $ 774,066 $ 788,302 $ 774,275 $ 787,358 $ 798,830 $ 798,722 $ 788,181 $ 813,533 $ 809,527
Investment Earnings (11,707) 17,483 (14,335) 13,345 9,906 (1,107) (7,120) 25,492 (2,948) 279
Net Contributions (Withdrawals) 287 (3,247) 308 (262) 1,566 1,000 (3,422) (140) (1,057) 2,062
Ending Invested Assets $ 774,066 $ 788,302 $ 774,275 $ 787,358 $ 798,830 $ 798,722 $ 788,181 $ 813,533 $ 809,527 $ 762,801

$ (Thousands)

Deferred Compensation Plan
Schedule of Invested Assets with

Schedule of Investment Income and Changes in Invested Assets
By Month Through the Month Ended 

April 30, 2015

Source data provided by the record keeper, Great West Life. Page 20



Interim Transit Account
Beginning Invested 

Assets Investment Income
Net Contributions 

(Withdrawals) 
Transfers In 

(Out)
Ending Invested 

Assets 
Treasury Division   (1)

   Cash and Cash Equivalents $                    18,768,699 $                             7,564 $                 1,894,325 $                       - $                    20,670,588 10.13% 0.04%
Participant Options
T. Rowe Price

Alaska Money Market 4,369,829                    37                                (63,248)                    68,739            4,375,357                    0.13% 0.00%
Small Cap Stock Fund 52,991,337                  (1,650,553)                   343,193                   (789,009)        50,894,968                  -3.96% -3.13%
Alaska Balanced Trust 1,780,429                    9,686                           15,297                     739,140         2,544,552                    42.92% 0.45%
Long Term Balanced Fund 25,169,189                  290,493                       102,069                   (1,045,222)     24,516,529                  -2.59% 1.18%
AK Target Date 2010 Trust 1,747,923                    14,760                         31,840                     2,167              1,796,690                    2.79% 0.84%
AK Target Date 2015 Trust 7,958,287                    81,173                         174,920                   -                     8,214,380                    3.22% 1.01%
AK Target Date 2020 Trust 16,635,171                  199,317                       324,027                   (122,956)        17,035,559                  2.41% 1.19%
AK Target Date 2025 Trust 23,639,273                  318,519                       462,502                   758                 24,421,052                  3.31% 1.33%
AK Target Date 2030 Trust 24,544,942                  361,748                       460,448                   22,707            25,389,845                  3.44% 1.46%
AK Target Date 2035 Trust 28,241,438                  447,120                       807,111                   16,008            29,511,677                  4.50% 1.56%
AK Target Date 2040 Trust 34,504,692                  576,576                       744,441                   2,528              35,828,237                  3.84% 1.65%
AK Target Date 2045 Trust 42,521,103                  710,042                       1,009,622                (24,118)          44,216,649                  3.99% 1.65%
AK Target Date 2050 Trust 49,581,523                  828,902                       1,008,416                (19,280)          51,399,561                  3.67% 1.66%
AK Target Date 2055 Trust 27,119,739                  453,593                       923,577                   (8,385)            28,488,524                  5.05% 1.64%

Total Investments with T. Rowe Price 340,804,875                2,641,413                    6,344,215                (1,156,923)     348,633,580                

State Street Global Advisors
Money Market 1,535,353                    -                                   (9,249)                      (59,314)          1,466,790                    -4.47% 0.00%
S&P 500 Stock Index Fund Series A 34,433,098                  327,589                       287,001                   450,754         35,498,442                  3.09% 0.94%
Russell 3000 Index 37,596,989                  174,101                       242,714                   (648,991)        37,364,813                  -0.62% 0.47%
US Real Estate Investment Trust Index 8,205,490                    (500,865)                      59,371                     552,372         8,316,368                    1.35% -5.88%
World Equity Ex-US Index 24,874,208                  1,284,812                    157,544                   1,598,198      27,914,762                  12.22% 4.99%
Long US Treasury Bond Index 785,971                       (23,361)                        12,874                     (48,062)          727,422                       -7.45% -3.04%
US Treasury Inflation Protected Securities Index 3,776,501                    26,036                         9,738                       102,507         3,914,782                    3.66% 0.68%
World Government Bond Ex-US Index 7,173,774                    136,493                       12,762                     317,843         7,640,872                    6.51% 1.86%
Global Balanced Fund 20,485,370                  375,420                       79,647                     676,058         21,616,495                  5.52% 1.80%

Total Investments with SSGA 138,866,754                1,800,225                    852,402                   2,941,365      144,460,746                

BlackRock
Government/Credit Bond Fund 36,123,481                  (177,734)                      73,221                     516,895         36,535,863                  1.14% -0.49%
Intermediate Bond Fund 490,707                       (556)                             8,205                       (1,418)            496,938                       1.27% -0.11%

Total Investments with Barclays Global Investors 36,614,188                  (178,289)                      81,426                     515,477         37,032,801                  

Brandes/Allianz (3)
AK International Equity Fund 38,912,832                  1,743,442                    260,204                   (1,654,276)     39,262,202                  0.90% 4.56%

RCM
Sustainable Core Opportunities Fund 4,450,945                    (13,529)                        45,236                     (645,643)        3,837,009                    -13.79% -0.33%

Total All Funds $ 578,418,293                $ 6,000,826                    $ 9,477,808                $ -                     $ 593,896,927                2.68% 1.03%

Notes:Source data provided by the record keeper, Great West Life. (1) Represents net contributions in transit to/from the record keeper.   
(2) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates.
(3) This investment is comprised of two funds, 50% Brandes International Equity Fund and  50% Allianz NFJ International Fund effective
March 30, 2015.

Defined Contribution Retirement - Participant Directed PERS

%  Change in 
Invested 
Assets

% Change due 
to Investment 

Income (2)

 for the Month Ended
April 30, 2015

Schedule of Investment Income and Changes in Invested Assets 
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Invested Assets  (at fair value) July August September October November December January February March April
Investments with Treasury Division 

Cash and cash equivalents $ 7,897 $ 5,808 $ 5,373 $ 5,236 $ 5,382 $ 5,218 $ 18,776 $ 20,952 $ 18,769 $ 20,671
Investments with T. Rowe Price

Alaska Money Market 3,930 4,288 4,086 4,278 4,288 4,295 4,172 4,075 4,370 4,375
Small Cap Stock Fund 48,943 49,624 47,625 51,757 52,420 53,652 50,641 52,928 52,991 50,895
Alaska Balanced Trust 1,689 1,637 1,630 1,692 1,742 1,737 1,774 1,656 1,780 2,545
Long Term Balanced Fund 22,623 23,171 22,704 22,883 23,137 23,077 23,817 25,025 25,169 24,517
AK Target Date 2010 Trust 1,599 1,662 1,664 1,734 1,754 1,756 1,756 1,811 1,748 1,797
AK Target Date 2015 Trust 6,655 6,911 6,917 7,097 7,347 7,490 7,517 7,871 7,958 8,214
AK Target Date 2020 Trust 13,660 14,223 14,193 14,694 15,078 15,463 15,556 16,415 16,635 17,036
AK Target Date 2025 Trust 19,184 20,117 20,135 20,892 21,584 22,005 22,117 23,455 23,639 24,421
AK Target Date 2030 Trust 19,606 20,623 20,620 21,502 22,202 22,683 22,735 24,340 24,545 25,390
AK Target Date 2035 Trust 22,377 23,489 23,492 24,593 25,642 26,082 26,017 27,919 28,241 29,512
AK Target Date 2040 Trust 28,517 30,017 29,672 31,001 32,147 32,673 32,375 34,369 34,505 35,828
AK Target Date 2045 Trust 34,393 36,233 35,974 37,617 39,025 39,677 39,424 42,234 42,521 44,217
AK Target Date 2050 Trust 39,991 42,129 41,842 43,655 45,262 46,078 45,959 49,153 49,582 51,400
AK Target Date 2055 Trust 19,592 21,055 21,323 22,606 23,711 24,430 24,660 26,752 27,120 28,489

State Street Global Advisors
Money Market 1,093 1,230 1,254 1,334 1,250 1,403 1,412 1,467 1,535 1,467
S&P 500 Stock Index Fund Series A 35,743 37,537 36,317 35,940 35,515 34,657 33,279 35,148 34,433 35,498
Russell 3000 Index 34,232 36,919 36,677 37,664 38,462 38,089 36,260 38,209 37,597 37,365
US Real Estate Investment Trust Index 6,980 7,262 6,882 7,638 7,845 7,918 8,483 8,095 8,205 8,316
World Equity Ex-US Index 26,247 25,389 23,409 23,258 23,489 23,123 23,436 25,083 24,874 27,915
Long US Treasury Bond Index 508 605 567 526 588 641 842 685 786 727
US Treasury Inflation Protected Securities Index 3,085 3,096 2,998 2,993 3,034 3,136 3,517 3,647 3,777 3,915
World Government Bond Ex-US Index 5,694 5,730 5,540 5,551 5,692 5,919 6,380 6,862 7,174 7,641
Global Balanced Fund 11,522 11,724 11,729 12,632 13,992 15,341 17,086 19,442 20,485 21,616

Investments with BlackRock
Government/Credit Bond Fund 28,182 28,517 28,231 28,414 29,203 30,151 32,865 34,315 36,123 36,536
Intermediate Bond Fund 412 425 412 448 456 560 525 478 491 497

Investments with Brandes/Allianz
International Equity Fund 39,596 41,627 40,971 41,319 42,617 40,892 39,428 40,922 38,913 39,262

Investments with RCM
Sustainable Opportunities Fund 4,705 4,840 4,776 4,971 5,129 5,036 4,653 4,732 4,451 3,837

Total Invested Assets $ 488,654 $ 505,891 $ 497,013 $ 513,927 $ 527,991 $ 533,184 $ 545,466 $ 578,040 $ 578,418 $ 593,897

Change in Invested Assets
Beginning Assets $ 491,616 $ 488,654 $ 505,891 $ 497,013 $ 513,927 $ 527,991 $ 533,184 $ 545,466 $ 578,040 $ 578,418
Investment Earnings (9,423) 13,087 (13,911) 9,197 7,393 (4,088) (5,571) 23,387 (3,683) 6,001
Net Contributions (Withdrawals) 6,462 4,149 5,034 7,717 6,672 9,280 17,853 9,187 4,061 9,478
Ending Invested Assets $ 488,654 $ 505,891 $ 497,013 $ 513,927 $ 527,991 $ 533,184 $ 545,466 $ 578,040 $ 578,418 $ 593,897

$ (Thousands)

Defined Contribution Retirement - Participant Directed PERS
Schedule of Invested Assets with

Schedule of Investment Income and Changes in Invested Assets
By Month Through the Month Ended 

April 30, 2015

Source data provided by the record keeper, Great West Life.
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Interim Transit Account
Beginning Invested 

Assets Investment Income
Net Contributions 

(Withdrawals) 
Transfers In 

(Out)
Ending Invested 

Assets 
Treasury Division   (1)

   Cash and Cash Equivalents $ 6,313,410                    $ 2,548                           $ (7,646)                      $ -                     $ 6,308,312                    -0.08% 0.04%
Participant Options
T. Rowe Price

Alaska Money Market 1,767,471                    13                                21,857                     (81,205)          1,708,136                    -3.36% 0.00%
Small Cap Stock Fund 21,323,850                  (663,266)                      72,244                     (222,240)        20,510,588                  -3.81% -3.12%
Alaska Balanced Trust 506,567                       2,199                           6,192                       448,952         963,910                       90.28% 0.30%
Long Term Balanced Fund 12,382,645                  144,076                       40,172                     (799,889)        11,767,004                  -4.97% 1.20%
AK Target Date 2010 Trust 489,901                       4,132                           8,572                       1,492              504,097                       2.90% 0.83%
AK Target Date 2015 Trust 2,269,154                    23,650                         (49,084)                    1,343              2,245,063                    -1.06% 1.05%
AK Target Date 2020 Trust 4,989,391                    59,783                         82,491                     1,194              5,132,859                    2.88% 1.19%
AK Target Date 2025 Trust 7,469,679                    100,251                       172,543                   (26,250)          7,716,223                    3.30% 1.33%
AK Target Date 2030 Trust 8,145,692                    119,528                       113,553                   (21,332)          8,357,441                    2.60% 1.46%
AK Target Date 2035 Trust 12,490,065                  197,657                       307,832                   (14,819)          12,980,735                  3.93% 1.56%
AK Target Date 2040 Trust 13,343,427                  222,679                       269,860                   647                 13,836,613                  3.70% 1.65%
AK Target Date 2045 Trust 22,533,486                  375,087                       284,704                   (1,362)            23,191,915                  2.92% 1.65%
AK Target Date 2050 Trust 30,749,936                  513,270                       628,106                   (75,954)          31,815,358                  3.46% 1.65%
AK Target Date 2055 Trust 7,215,264                    120,278                       296,099                   149                 7,631,790                    5.77% 1.63%

Total Investments with T. Rowe Price 145,676,528                1,219,337                    2,255,141                (789,274)        148,361,732                

State Street Global Advisors
Money Market 227,062                       -                                   2,751                       (1,756)            228,057                       0.44% 0.00%
S&P 500 Stock Index Fund Series A 11,810,879                  111,448                       63,789                     357,554         12,343,670                  4.51% 0.93%
Russell 3000 Index 16,056,627                  76,636                         57,917                     (496,768)        15,694,412                  -2.26% 0.48%
US Real Estate Investment Trust Index 2,537,806                    (166,109)                      (569)                         528,009         2,899,137                    14.24% -5.93%
World Equity Ex-US Index 9,584,421                    490,150                       31,768                     307,462         10,413,801                  8.65% 5.03%
Long US Treasury Bond Index 173,760                       (5,448)                          2,513                       336                 171,161                       -1.50% -3.11%
US Treasury Inflation Protected Securities Index 1,552,264                    10,867                         (6,715)                      38,682            1,595,098                    2.76% 0.69%
World Government Bond Ex-US Index 3,523,749                    68,012                         11,323                     192,743         3,795,827                    7.72% 1.88%
Global Balanced Fund 10,823,103                  198,308                       34,907                     (64,126)          10,992,192                  1.56% 1.83%

Total Investments with SSGA 56,289,671                  783,865                       197,684                   862,136         58,133,355                  

BlackRock
Government/Credit Bond Fund 17,690,083                  (88,586)                        52,421                     448,791         18,102,709                  2.33% -0.49%
Intermediate Bond Fund 107,728                       (121)                             1,533                       749                 109,889                       2.01% -0.11%

Total Investments with Barclays Global Investors 17,797,811                  (88,707)                        53,954                     449,540         18,212,598                  

Brandes/Allianz Institutional (3)
AK International Equity Fund 15,475,659                  695,187                       53,372                     (461,738)        15,762,480                  1.85% 4.55%

RCM
Sustainable Core Opportunities Fund 1,174,836                    (4,552)                          12,120                     (60,664)          1,121,740                    -4.52% -0.40%

Total All Funds $ 242,727,915                $ 2,607,677                    $ 2,564,625                $ -                     $ 247,900,217                2.13% 1.07%

Notes: Source data provided by the record keeper, Great West Life. (1) Represents net contributions in transit to/from the record keeper.   
(2) Income divided by beginning assets plus half of net contributions/(withdrawals). Actual returns are calculated by Callan and Associates.
(3) This investment option is comprised of two funds, 50% Brandes International equity Fund and 50% Allianz NFJ International Fund
effective March 30, 2015.

Defined Contribution Retirement - Participant Directed TRS

%  Change in 
Invested 
Assets

% Change due 
to Investment 

Income (2)

 for the Month Ended
April 30, 2015

Schedule of Investment Income and Changes in Invested Assets 
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Invested Assets  (at fair value) July August September October November December January February March April
Investments with Treasury Division 

Cash and cash equivalents $ 1,936 $ 1,915 $ 2,028 $ 1,923 $ 2,068 $ 1,860 $ 6,301 $ 6,258 $ 6,313 $ 6,308
Investments with T. Rowe Price

Alaska Money Market 1,594 1,601 1,563 1,561 1,577 1,760 1,733 1,744 1,767 1,708
Small Cap Stock Fund 19,566 19,689 18,940 20,961 21,448 21,879 20,578 21,492 21,324 20,511
Alaska Balanced Trust 263 254 248 258 280 292 424 454 507 964
Long Term Balanced Fund 11,630 11,937 11,707 11,748 11,830 11,806 11,946 12,393 12,383 11,767
AK Target Date 2010 Trust 511 522 459 453 456 463 468 487 490 504
AK Target Date 2015 Trust 2,064 2,100 2,087 2,163 2,191 2,228 2,198 2,261 2,269 2,245
AK Target Date 2020 Trust 4,680 4,696 4,409 4,591 4,751 4,837 4,762 5,030 4,989 5,133
AK Target Date 2025 Trust 6,313 6,480 6,302 6,536 6,787 6,889 7,008 7,437 7,470 7,716
AK Target Date 2030 Trust 6,884 7,093 6,801 7,068 7,352 7,499 7,526 8,032 8,146 8,357
AK Target Date 2035 Trust 10,355 10,627 10,441 10,926 11,348 11,563 11,620 12,345 12,490 12,981
AK Target Date 2040 Trust 11,347 11,585 11,310 11,750 12,137 12,308 12,326 13,229 13,343 13,837
AK Target Date 2045 Trust 19,671 20,021 19,519 20,241 20,967 21,135 20,995 22,423 22,533 23,192
AK Target Date 2050 Trust 26,464 27,072 26,380 27,492 28,443 28,773 28,660 30,596 30,750 31,815
AK Target Date 2055 Trust 5,114 5,251 5,229 5,618 5,923 6,224 6,350 6,976 7,215 7,632

State Street Global Advisors
Money Market 111 159 167 158 111 136 168 213 227 228
S&P 500 Stock Index Fund Series A 12,900 13,305 12,635 12,283 11,902 11,571 11,196 11,970 11,811 12,344
Russell 3000 Index 15,430 16,563 16,273 16,570 16,766 16,393 15,563 16,253 16,057 15,694
US Real Estate Investment Trust Index 2,538 2,519 2,380 2,621 2,719 2,694 2,710 2,490 2,538 2,899
World Equity Ex-US Index 11,016 10,507 9,538 9,293 9,220 8,917 9,008 9,674 9,584 10,414
Long US Treasury Bond Index 99 101 100 104 121 133 153 152 174 171
US Treasury Inflation Protected Securities Index 1,233 1,248 1,228 1,240 1,251 1,257 1,411 1,471 1,552 1,595
World Government Bond Ex-US Index 2,779 2,836 2,742 2,772 2,834 2,945 3,141 3,309 3,524 3,796
Global Balanced Fund 6,824 6,802 6,880 7,512 8,172 8,818 9,581 10,565 10,823 10,992

Investments with BlackRock
Government/Credit Bond Fund 13,781 13,989 13,929 13,925 14,306 14,839 16,171 16,709 17,690 18,103
Intermediate Bond Fund 89 94 94 92 102 104 105 106 108 110

Investments with Brandes/Allianz 
AK International Equity Fund 15,356 16,041 15,854 16,311 17,060 16,372 15,737 16,294 15,476 15,762

Investments with RCM
Sustainable Opportunities Fund 1,186 1,183 1,150 1,228 1,265 1,233 1,165 1,219 1,175 1,122

Total Invested Assets $ 211,734 $ 216,191 $ 210,392 $ 217,397 $ 223,389 $ 224,928 $ 229,005 $ 241,581 $ 242,728 $ 247,900

Change in Invested Assets
Beginning Assets $ 215,005 $ 211,734 $ 216,191 $ 210,392 $ 217,397 $ 223,389 $ 224,928 $ 229,005 $ 241,581 $ 242,728
Investment Earnings (4,029) 5,608 (5,871) 3,802 3,085 (1,783) (2,351) 9,808 (1,570) 2,608
Net Contributions (Withdrawals) 757 (1,151) 72 3,202 2,908 3,322 6,428 2,768 2,717 2,565
Ending Invested Assets $ 211,734 $ 216,191 $ 210,392 $ 217,397 $ 223,389 $ 224,928 $ 229,005 $ 241,581 $ 242,728 $ 247,900

$ (Thousands)

Defined Contribution Retirement - Participant Directed TRS
Schedule of Invested Assets with

Schedule of Investment Income and Changes in Invested Assets
By Month Through the Month Ended 

April 30, 2015

Source data provided by the record keeper, Great West Life.
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Contributions Expenditures

 Contributions

EE and ER  State of Alaska  Other 

 Total

Contributions  Benefits  Refunds 

 Administrative

& Investment 

 Total

Expenditures 

Public Employees' Retirement System (PERS)

Defined Benefit Plans:

Retirement Trust 277,764,819$       1,000,000,000$      11,058$  1,277,775,877$      (570,311,802)$            (7,772,793)$           (30,826,034)$         (608,910,629)$         668,865,248$          

Retirement Health Care Trust 145,357,428         - 38,172,741 183,530,169 (296,117,764) - (12,371,530)           (308,489,294) (124,959,125) 

Total Defined Benefit Plans 423,122,247         1,000,000,000        38,183,799 1,461,306,046        (866,429,566) (7,772,793) (43,197,564)           (917,399,923) 543,906,123 

Defined Contribution Plans:

Participant Directed Retirement 97,710,352           - 13,429,334 111,139,686 - (26,822,285) (4,424,387) (31,246,672) 79,893,014 

Health Reimbursement Arrangement 
(a)

25,387,316           - - 25,387,316 - - (6) (6) 25,387,310 

Retiree Medical Plan 
(a)

11,560,657           - - 11,560,657 - - (18,920) (18,920) 11,541,737 

Occupational Death and Disability: 
(a)

Public Employees 1,415,643 - - 1,415,643 (148,205) - (10,537) (158,742) 1,256,901 

Police and Firefighters 929,295 - - 929,295 (135,426) - (9,350) (144,776) 784,519 

Total Defined Contribution Plans 137,003,263         - 13,429,334 150,432,597 (283,631) (26,822,285) (4,463,200) (31,569,116) 118,863,481 

Total PERS 560,125,510         1,000,000,000        51,613,133 1,611,738,643        (866,713,197) (34,595,078) (47,660,764) (948,969,039) 662,769,604 

Teachers' Retirement System (TRS)

Defined Benefit Plans:

Retirement Trust 57,936,497           1,662,700,000        12,050 1,720,648,547        (346,615,617) (1,998,787) (12,618,063)           (361,232,467) 1,359,416,080         

Retirement Health Care Trust 18,346,243           337,300,000 12,587,055 368,233,298 (93,261,289) - (4,559,867) (97,821,156) 270,412,142 

Total Defined Benefit Plans 76,282,740           2,000,000,000        12,599,105 2,088,881,845        (439,876,906) (1,998,787) (17,177,930)           (459,053,623) 1,629,828,222         

Defined Contribution Plans:

Participant Directed Retirement 29,598,550           - 4,451,345 34,049,895 - (9,085,348) (1,376,962) (10,462,310) 23,587,585 

Health Reimbursement Arrangement 
(a)

5,995,553 - - 5,995,553 - - - - 5,995,553 

Retiree Medical Plan 
(a)

3,727,293 - - 3,727,293 - - (18,109) (18,109) 3,709,184 

Occupational Death and Disability 
(a)

(9) - - (9) - - (10,428) (10,428) (10,437) 

Total Defined Contribution Plans 39,321,387           - 4,451,345 43,772,732 - (9,085,348) (1,405,499) (10,490,847) 33,281,885 

Total TRS 115,604,127         2,000,000,000        17,050,450 2,132,654,577        (439,876,906) (11,084,135) (18,583,429) (469,544,470) 1,663,110,107         

Judicial Retirement System (JRS)

Defined Benefit Plan Retirement Trust 4,665,953 5,241,619 5 9,907,577 (8,823,754) (42,771) (354,083) (9,220,608) 686,969 

Defined Benefit Retirement Health Care Trust 440,323 - 123,503 563,826 (524,038) - (62,588) (586,626) (22,800) 

Total JRS 5,106,276 5,241,619 123,508 10,471,403 (9,347,792) (42,771) (416,671) (9,807,234) 664,169 

National Guard/Naval Militia Retirement System (NGNMRS)

Defined Benefit Plan Retirement Trust 
(a)

627,300 - - 627,300 (1,358,734) - (263,862) (1,622,596) (995,296) 

Other Participant Directed Plans

Supplemental Annuity Plan 145,286,621         - 1,500,034 146,786,655           - (150,151,299)         (10,322,876)           (160,474,175)           (13,687,520) 

Deferred Compensation Plan 36,865,148           - - 36,865,148 - (41,277,552) (996,584) (42,274,136) (5,408,988) 

Total All Funds 863,614,982         3,005,241,619        70,287,125 3,939,143,726        (1,317,296,629)           (237,150,835)         (78,244,186)           (1,632,691,650)        2,306,452,076         

Total Non-Participant Directed 554,154,311         3,005,241,619        50,906,412 3,610,302,342        (1,317,296,629)           (9,814,351) (61,123,377)           (1,388,234,357)        2,222,067,985         

Total Participant Directed 309,460,671         - 19,380,713 328,841,384 - (227,336,484)         (17,120,809)           (244,457,293) 84,384,091 

Total All Funds 863,614,982$       3,005,241,619$      70,287,125$          3,939,143,726$      (1,317,296,629)$         (237,150,835)$       (78,244,186)$         (1,632,691,650)$      2,306,452,076$       

(a)  Employer only contributions.

ALASKA RETIREMENT MANAGEMENT BOARD

SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

(Supplement to the Treasury Division Report)

For the Ten Months Ending April 30, 2015

Net

Contributions/

(Withdrawals)
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Contributions Expenditures

 Contributions

EE and ER  State of Alaska  Other 

 Total

Contributions  Benefits  Refunds 

 Administrative

& Investment 

 Total

Expenditures 

Public Employees' Retirement System (PERS)

Defined Benefit Plans:

Retirement Trust 34,827,993$         -$  -$  34,827,993$           (57,729,496)$  (607,304)$  (648,544)$  (58,985,344)$           (24,157,351)$           

Retirement Health Care Trust 18,951,780           - 12,711,471 31,663,251 (34,466,710) - (994,116) (35,460,826) (3,797,575) 

Total Defined Benefit Plans 53,779,773           - 12,711,471 66,491,244 (92,196,206) (607,304) (1,642,660) (94,446,170) (27,954,926) 

Defined Contribution Plans:

Participant Directed Retirement 13,145,776           - - 13,145,776 - (2,954,226) (713,742) (3,667,968) 9,477,808 

Health Reimbursement Arrangement 
(a)

3,370,044 - - 3,370,044 - - - - 3,370,044 

Retiree Medical Plan 
(a)

1,591,398 - - 1,591,398 - - (8,266) (8,266) 1,583,132 

Occupational Death and Disability: 
(a)

Public Employees 186,451 - - 186,451 (5,599) - (4,941) (10,540) 175,911 

Police and Firefighters 113,285 - - 113,285 (48,065) - (3,756) (51,821) 61,464 

Total Defined Contribution Plans 18,406,954           - - 18,406,954 (53,664) (2,954,226) (730,705) (3,738,595) 14,668,359 

Total PERS 72,186,727           - 12,711,471 84,898,198 (92,249,870) (3,561,530) (2,373,365) (98,184,765) (13,286,567) 

Teachers' Retirement System (TRS)

Defined Benefit Plans:

Retirement Trust 7,280,360 - 6,357 7,286,717 (34,608,253) (158,411) (375,178) (35,141,842) (27,855,125) 

Retirement Health Care Trust 2,785,754 - 4,263,895 7,049,649 (10,044,955) - (383,277) (10,428,232) (3,378,583) 

Total Defined Benefit Plans 10,066,114           - 4,270,252 14,336,366 (44,653,208) (158,411) (758,455) (45,570,074) (31,233,708) 

Defined Contribution Plans:

Participant Directed Retirement 3,915,349 - - 3,915,349 - (1,156,513) (194,211) (1,350,724) 2,564,625 

Health Reimbursement Arrangement 
(a)

775,590 - - 775,590 - - - - 775,590 

Retiree Medical Plan 
(a)

509,607 - - 509,607 - - (7,060) (7,060) 502,547 

Occupational Death and Disability 
(a)

- - - - - - (4,042) (4,042) (4,042) 

Total Defined Contribution Plans 5,200,546 - - 5,200,546 - (1,156,513) (205,313) (1,361,826) 3,838,720 

Total TRS 15,266,660           - 4,270,252 19,536,912 (44,653,208) (1,314,924) (963,768) (46,931,900) (27,394,988) 

Judicial Retirement System (JRS)

Defined Benefit Plan Retirement Trust 466,213 - - 466,213 (884,957) - (20,423) (905,380) (439,167) 

Defined Benefit Retirement Health Care Trust 19,953 - 71,874 91,827 (86,059) - (6,968) (93,027) (1,200) 

Total JRS 486,166 - 71,874 558,040 (971,016) - (27,391) (998,407) (440,367) 

National Guard/Naval Militia Retirement System (NGNMRS)

Defined Benefit Plan Retirement Trust 
(a)

- - - - (141,511) - (26,535) (168,046) (168,046) 

Other Participant Directed Plans

Supplemental Annuity Plan 15,395,521           - - 15,395,521 - (18,785,920) (1,702,149) (20,488,069) (5,092,548) 

Deferred Compensation Plan 5,438,677 - - 5,438,677 - (5,800,514) (78,970) (5,879,484) (440,807) 

Total All Funds 108,773,751         - 17,053,597 125,827,348           (138,015,605) (29,462,888)           (5,172,178) (172,650,671)           (46,823,323) 

Total Non-Participant Directed 70,878,428           - 17,053,597 87,932,025 (138,015,605) (765,715) (2,483,106) (141,264,426) (53,332,401) 

Total Participant Directed 37,895,323           - - 37,895,323 - (28,697,173) (2,689,072) (31,386,245) 6,509,078 

Total All Funds 108,773,751$       -$  17,053,597$          125,827,348$         (138,015,605)$  (29,462,888)$         (5,172,178)$           (172,650,671)$         (46,823,323)$           

(a)  Employer only contributions.

ALASKA RETIREMENT MANAGEMENT BOARD

SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

(Supplement to the Treasury Division Report)

For the Month Ended April 30, 2015

Net

Contributions/

(Withdrawals)

Prepared by the Division of Retirement and Benefits Page 2



Prepared by the Division of Retirement & Benefits

ALASKA RETIREMENT MANAGEMENT BOARD

(Supplement to the Treasury Division Report)
FINANCIAL REPORT

As of March 31, 2015



Prepared by the Division of Retirement and Benefits Page 1

Contributions Expenditures
 Contributions

EE and ER  State of Alaska  Other 
 Total

Contributions  Benefits  Refunds 
 Administrative
& Investment 

 Total
Expenditures 

Public Employees' Retirement System (PERS)
Defined Benefit Plans:

Retirement Trust 242,936,826$       1,000,000,000$      11,058$                 1,242,947,884$      (512,582,306)$            (7,165,489)$           (30,177,489)$         (549,925,284)$         693,022,600$          
Retirement Health Care Trust 126,405,648         -                              25,461,270            151,866,918           (261,651,054)              -                             (11,377,413)           (273,028,467)           (121,161,549)           

Total Defined Benefit Plans 369,342,474         1,000,000,000        25,472,328            1,394,814,802        (774,233,360)              (7,165,489)             (41,554,902)           (822,953,751)           571,861,051            

Defined Contribution Plans:
Participant Directed Retirement 84,564,576           -                              13,429,334            97,993,910             -                                  (23,868,059)           (3,710,645)             (27,578,704)             70,415,206              
Health Reimbursement Arrangement (a) 22,017,272           -                              -                             22,017,272             -                                  -                             (6)                           (6)                             22,017,266              
Retiree Medical Plan (a) 9,969,259             -                              -                             9,969,259               -                                  -                             (10,654)                  (10,654)                    9,958,605                
Occupational Death and Disability: (a)

Public Employees 1,229,192             -                              -                             1,229,192               (142,606)                     -                             (5,595)                    (148,201)                  1,080,991                
Police and Firefighters 816,010                -                              -                             816,010                  (87,361)                       -                             (5,595)                    (92,956)                    723,054                   

Total Defined Contribution Plans 118,596,309         -                              13,429,334            132,025,643           (229,967)                     (23,868,059)           (3,732,495)             (27,830,521)             104,195,122            
Total PERS 487,938,783         1,000,000,000        38,901,662            1,526,840,445        (774,463,327)              (31,033,548)           (45,287,397)           (850,784,272)           676,056,173            

Teachers' Retirement System (TRS)
Defined Benefit Plans:

Retirement Trust 50,656,137           1,662,700,000        5,693                     1,713,361,830        (312,007,364)              (1,840,376)             (12,242,885)           (326,090,625)           1,387,271,205         
Retirement Health Care Trust 15,560,489           337,300,000           8,323,160              361,183,649           (83,216,334)                -                             (4,176,591)             (87,392,925)             273,790,724            

Total Defined Benefit Plans 66,216,626           2,000,000,000        8,328,853              2,074,545,479        (395,223,698)              (1,840,376)             (16,419,476)           (413,483,550)           1,661,061,929         

Defined Contribution Plans:
Participant Directed Retirement 25,683,201           -                              4,451,345              30,134,546             -                                  (7,928,835)             (1,182,751)             (9,111,586)               21,022,960              
Health Reimbursement Arrangement (a) 5,219,964             -                              -                             5,219,964               -                                  -                             -                             -                               5,219,964                
Retiree Medical Plan (a) 3,217,686             -                              -                             3,217,686               -                                  -                             (11,049)                  (11,049)                    3,206,637                
Occupational Death and Disability (a) (9)                         -                              -                             (9)                            -                                  -                             (6,387)                    (6,387)                      (6,396)                      

Total Defined Contribution Plans 34,120,842           -                              4,451,345              38,572,187             -                                  (7,928,835)             (1,200,187)             (9,129,022)               29,443,165              
Total TRS 100,337,468         2,000,000,000        12,780,198            2,113,117,666        (395,223,698)              (9,769,211)             (17,619,663)           (422,612,572)           1,690,505,094         

Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 4,199,740             5,241,619               5                            9,441,364               (7,938,797)                  (42,771)                  (333,660)                (8,315,228)               1,126,136                
Defined Benefit Retirement Health Care Trust 420,370                -                              51,629                   471,999                  (437,979)                     -                             (55,619)                  (493,598)                  (21,599)                    

Total JRS 4,620,110             5,241,619               51,634                   9,913,363               (8,376,776)                  (42,771)                  (389,279)                (8,808,826)               1,104,537                

National Guard/Naval Militia Retirement System (NGNMRS)
Defined Benefit Plan Retirement Trust (a) 627,300                -                              -                             627,300                  (1,217,223)                  -                             (237,327)                (1,454,550)               (827,250)                  

Other Participant Directed Plans
Supplemental Annuity Plan 129,891,100         -                              1,500,034              131,391,134           -                                  (131,365,379)         (8,620,727)             (139,986,106)           (8,594,972)               

Deferred Compensation Plan 31,426,471           -                              -                             31,426,471             -                                  (35,477,038)           (917,614)                (36,394,652)             (4,968,181)               

Total All Funds 754,841,232         3,005,241,619        53,233,528            3,813,316,379        (1,179,281,024)           (207,687,947)         (73,072,007)           (1,460,040,978)        2,353,275,401         

Total Non-Participant Directed 483,275,884         3,005,241,619        33,852,815            3,522,370,318        (1,179,281,024)           (9,048,636)             (58,640,270)           (1,246,969,930)        2,275,400,388         
Total Participant Directed 271,565,348         -                              19,380,713            290,946,061           -                                  (198,639,311)         (14,431,737)           (213,071,048)           77,875,013              

Total All Funds 754,841,232$       3,005,241,619$      53,233,528$          3,813,316,379$      (1,179,281,024)$         (207,687,947)$       (73,072,007)$         (1,460,040,978)$      2,353,275,401$       

(a)  Employer only contributions.

ALASKA RETIREMENT MANAGEMENT BOARD
SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

(Supplement to the Treasury Division Report)
For the Nine Months Ending March 31, 2015

Net
Contributions/
(Withdrawals)
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Contributions Expenditures
 Contributions

EE and ER  State of Alaska  Other 
 Total

Contributions  Benefits  Refunds 
 Administrative
& Investment 

 Total
Expenditures 

Public Employees' Retirement System (PERS)
Defined Benefit Plans:

Retirement Trust 20,471,332$         333,333,334$         1,696$                   353,806,362$         (61,215,036)$              (558,728)$              (947,769)$              (62,721,533)$           291,084,829$          
Retirement Health Care Trust 6,438,319             -                              9,793,140              16,231,459             (28,634,843)                -                             (1,538,024)             (30,172,867)             (13,941,408)             

Total Defined Benefit Plans 26,909,651           333,333,334           9,794,836              370,037,821           (89,849,879)                (558,728)                (2,485,793)             (92,894,400)             277,143,421            

Defined Contribution Plans:
Participant Directed Retirement 7,927,675             -                              -                             7,927,675               -                                  (2,895,362)             (971,386)                (3,866,748)               4,060,927                
Health Reimbursement Arrangement (a) 2,076,549             -                              -                             2,076,549               -                                  -                             -                             -                               2,076,549                
Retiree Medical Plan (a) 941,357                -                              -                             941,357                  -                                  -                             -                             -                               941,357                   
Occupational Death and Disability: (a)

Public Employees 111,909                -                              -                             111,909                  (7,948)                         -                             -                             (7,948)                      103,961                   
Police and Firefighters 75,086                  -                              -                             75,086                    (14,920)                       -                             -                             (14,920)                    60,166                     

Total Defined Contribution Plans 11,132,576           -                              -                             11,132,576             (22,868)                       (2,895,362)             (971,386)                (3,889,616)               7,242,960                
Total PERS 38,042,227           333,333,334           9,794,836              381,170,397           (89,872,747)                (3,454,090)             (3,457,179)             (96,784,016)             284,386,381            

Teachers' Retirement System (TRS)
Defined Benefit Plans:

Retirement Trust 6,883,576             554,233,333           469                        561,117,378           (35,873,081)                (164,959)                (260,633)                (36,298,673)             524,818,705            
Retirement Health Care Trust 872,508                112,433,333           3,243,935              116,549,776           (8,999,747)                  -                             (592,294)                (9,592,041)               106,957,735            

Total Defined Benefit Plans 7,756,084             666,666,666           3,244,404              677,667,154           (44,872,828)                (164,959)                (852,927)                (45,890,714)             631,776,440            

Defined Contribution Plans:
Participant Directed Retirement 3,713,199             -                              -                             3,713,199               -                                  (676,406)                (319,812)                (996,218)                  2,716,981                
Health Reimbursement Arrangement (a) 746,035                -                              -                             746,035                  -                                  -                             -                             -                               746,035                   
Retiree Medical Plan (a) 483,724                -                              -                             483,724                  -                                  -                             -                             -                               483,724                   
Occupational Death and Disability (a) -                           -                              -                             -                              -                                  -                             -                             -                               -                               

Total Defined Contribution Plans 4,942,958             -                              -                             4,942,958               -                                  (676,406)                (319,812)                (996,218)                  3,946,740                
Total TRS 12,699,042           666,666,666           3,244,404              682,610,112           (44,872,828)                (841,365)                (1,172,739)             (46,886,932)             635,723,180            

Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 476,887                -                              5                            476,892                  (925,292)                     -                             (3,445)                    (928,737)                  (451,845)                  
Defined Benefit Retirement Health Care Trust 61,347                  -                              2,328                     63,675                    (40,735)                       -                             (4,499)                    (45,234)                    18,441                     

Total JRS 538,234                -                              2,333                     540,567                  (966,027)                     -                             (7,944)                    (973,971)                  (433,404)                  

National Guard/Naval Militia Retirement System (NGNMRS)
Defined Benefit Plan Retirement Trust (a) -                           -                              -                             -                              (131,942)                     -                             (18,191)                  (150,133)                  (150,133)                  

Other Participant Directed Plans
Supplemental Annuity Plan 15,639,611           -                              -                             15,639,611             -                                  (18,438,914)           (1,915,687)             (20,354,601)             (4,714,990)               

Deferred Compensation Plan 3,719,474             -                              -                             3,719,474               -                                  (4,666,734)             (110,190)                (4,776,924)               (1,057,450)               

Total All Funds 70,638,588           1,000,000,000        13,041,573            1,083,680,161        (135,843,544)              (27,401,103)           (6,681,930)             (169,926,577)           913,753,584            

Total Non-Participant Directed 39,638,629           1,000,000,000        13,041,573            1,052,680,202        (135,843,544)              (723,687)                (3,364,855)             (139,932,086)           912,748,116            
Total Participant Directed 30,999,959           -                              -                             30,999,959             -                                  (26,677,416)           (3,317,075)             (29,994,491)             1,005,468                

Total All Funds 70,638,588$         1,000,000,000$      13,041,573$          1,083,680,161$      (135,843,544)$            (27,401,103)$         (6,681,930)$           (169,926,577)$         913,753,584$          

(a)  Employer only contributions.

ALASKA RETIREMENT MANAGEMENT BOARD
SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

(Supplement to the Treasury Division Report)
For the Month Ended March 31, 2015

Net
Contributions/
(Withdrawals)
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PERS TRS Supplemental Deferred
DCR Plan DCR Plan Annuity Plan Compensation TOTAL % of Total

Payment to Beneficiary -                        -                        58,636                  156,556                215,192                0.1%

Death Benefit 319,246                14,766                  5,363,601             2,128,429             7,826,043             3.9%

Disability / Hardship 101,506                -                        309,283                34,754                  445,544                0.2%

Minimum Required Distribution 30,790                  1,652                    2,603,654             1,125,809             3,761,905             1.9%

Qualified Domestic Relations Order 160,014                28,730                  2,682,162             264,723                3,135,629             1.6%

Separation from Service / Retirement 23,256,503          7,883,686             119,000,432        31,487,019          181,627,640        91.4%

Purchase of Service Credit -                        -                        788,031                202,623                990,655                0.5%

Transfer to a Qualifying Plan -                        -                        559,580                77,124                  636,704                0.3%

TOTAL 23,868,059          7,928,835             131,365,379        35,477,038          198,639,311        100.0%

ALASKA RETIREMENT MANAGEMENT BOARD
SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

PARTICIPANT DIRECTED REFUNDS BY PLAN AND BY TYPE

(Supplement to the Treasury Division Report)
For the Nine Months Ending March 31, 2015
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Agenda 

●Market and Economic Environment 

●Total Fund Performance 
–Major Asset Classes 
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U.S. Economy: Inflation 

● Inflation remains subdued: For the 12-months ending April, headline CPI fell 0.2% while Core CPI 
(excluding food and energy) increased 1.8%. 

● The current annual rate of Core Inflation rate is well below the long-term average of 4.1%. 
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U.S. Economy 

● Revised first quarter GDP came in at -0.7%, behind the 4th quarter’s gain of  2.2%. 
● April headline inflation fell 0.2%  from a year earlier, core inflation was 1.8%. 
● The unemployment rate was 5.5% at quarter end, down 0.1% from start of year. 
● Payroll growth decelerated with an average addition of 155,000 jobs per month, down from 324,000 

in 4Q14. 
● U.S. crude oil prices are down 56% since June 2014 
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Source: Bureau of Labor Statistics 
Source: Bureau of Economic Analysis 

Periods Ending March 31, 2015 
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Employment Picture 
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Asset Class Performance 

for Periods Ended March 31, 2015
Periodic Table of Investment Returns

MSCI:Emer Markets

2.3%
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(0.9%)
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9.0%

MSCI:EAFE US$

6.2%
MSCI:EAFE US$

4.9%
Index

Barclays:Aggregate

1.6%

Index
Barclays:Aggregate

5.7%

Index
Barclays:Aggregate

3.1%
Index

Barclays:Aggregate

4.4%

Index
Barclays:Aggregate

4.9%
3 Month T-Bill

0.0%
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0.0%
3 Month T-Bill

0.1%

3 Month T-Bill

0.1%

3 Month T-Bill

1.5%

S&P:500

1.0%

S&P:500

12.7%

S&P:500

16.1%

S&P:500

14.5%
S&P:500

8.0%

Russell:2000 Index

4.3%

Russell:2000 Index

8.2%

Russell:2000 Index

16.3%

Russell:2000 Index

14.6%
Russell:2000 Index

8.8%

S&P:400 Mid Cap

5.3%
S&P:400 Mid Cap

12.2%

S&P:400 Mid Cap

17.0%

S&P:400 Mid Cap

15.7%

S&P:400 Mid Cap

10.3%

Last Quarter Last Year Last 3 Years Last 5 Years Last 10 Years

May YTD (5/31/15)
S&P 500 1.3% 3.2%
S&P 400 1.8% 5.6%
Russell 2000 2.3% 4.0%
MSCI EAFE -0.5% 8.6%
MSCI EM -4.0% 5.8%
BC Aggregate -0.2% 1.0%

● S&P 500 gained 1.0%, 
behind mid and small cap  
but  was best over last 
year, up 12.7% 

● The Russell 2000 
appreciated 4.3% 

● BC Aggregate rose 1.6%, 
5.7% for last year 

● Developed international 
equities beat domestic 
equities but trailed over 
last year 

Periods Ending March 31, 2015 
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1.0%

1.9%

-4.6%

Pie chart may not sum to 100% due to rounding 
Source: Russell Investment Group 

Periods Ending March 31, 2015 

● Volatile first quarter for U.S. equities (down in Jan, up in Feb, mixed in Mar)  
● Large caps lagged small caps as strong dollar detracted from large multinational’s earnings 
● Style generated largest differential in 6 years (RU1V: -0.7%; RU1G: +3.8%) 
● Oil prices will likely remain suppressed with U.S. inventories near 80 year highs 
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International Equity Returns 

● ACWI ex-U.S. rose during the quarter and 
led U.S. markets 

● The euro (-11.2%) was hit hard by the 
ECB quantitative easing program. The 
pound (-4.8%) also depreciated versus the 
dollar while the yen was flat. 

● Emerging markets lagged their developed 
counterparts for the quarter. Source: Barrow Hanley Quarterly Benchmark Review 

MSCI ACWI ex USA

MSCI EAFE

MSCI Emerging Markets

MSCI Europe

MSCI Japan

MSCI Pacific ex Japan

Regional Quarterly Performance (U.S. Dollar)

10.21%

3.45%

4.88%

3.59%

2.28%

3.13%

Source: MSCI  

*Euro returns from 1Q99. German mark prior to 1Q99. 
Source: MSCI 

Periods Ending March 31, 2015 
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Impact of Strong Dollar on S&P 500 Earnings 

● Approximately 45% of S&P 500 sales are outside the U.S.; 19% for the Russell 2000 
● Biggest dollar headwinds are felt in technology, industrials, health care and materials  

 

Source: Wall Street Journal 
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Domestic vs. Local Currency Returns 
Currency Effect on U.S. Investors’ International Equity Returns 
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● For the quarter, U.S. investors’ international equity returns were hurt by the dollar appreciating in 
value against most foreign currencies. The dollar strengthened vs the Euro and Pound. 

● Despite headwinds, international performance was strong enough to overcome dollar strength 

● For the last ten years, the U.S. dollar has depreciated against most foreign currencies. 
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Source: U.S. Treasury Department 
Excludes 1-Month and 30-Year Treasuries as yields were not available for all time periods. 

Historical Yield Curves 
 As of March 31, 2015 

Declining yields over the last 20 years 
have fueled bond returns – and risk. 
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Yield Curve Changes 

● The yield curve shifted downward, boosting fixed income returns 
● The 10-year Treasury yield fell to 1.94%, a decline of 23 basis points from the end of 2014  
● Real yield on 10-year Treasury fell to 0.18%, a drop of 28 basis points since the start of the year 
● The breakeven inflation rate rose to 1.77% on a sharp decline in real yields 

Periods Ending March 31, 2015 

Source: Bloomberg Source: Bloomberg 
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Historical Domestic Fixed Income Weights 
 Total Public Fund Database: Periods Ending March 31 

● Public Funds have been reallocating assets away from US fixed income for 20 years.  
– The median level of fixed income has moved up about 0.2% since year-end 2014 

● The increased allocation in in 2010 was caused by equity market losses in 2008. 
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Total Rates of Return by Bond Sector 

Source: Barclays 

● BC Aggregate gained 1.6% as yields fell 

● BC Credit Index returned 2.2% as market 
absorbed record 1Q issuance  

● High yield spreads narrowed during the 
quarter and the BC High Yield Index led all 
other segments of the bond market. 
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Credit Quality Matters in the Search for Higher Yields 
January 1, 1999 through March 31, 2015 

● Higher yields alone may seem attractive, but risk-adjusted returns are an important consideration. 

● BB rated securities have produced better risk-adjusted returns within the high yield sector. 

Source: DDJ Capital Management; BofA Merrill Lynch HY Credit Chartbook 

Sharpe Ratio 
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Global Sovereign Yields Reaching Historic Lows 

● It’s a strange world for bonds…. 
– For the first time ever, a country sold 10-year debt with a negative yield. Switzerland auctioned 10-year 

bonds yielding -0.055% on April 8. Mexico sold a 100 year bond in Euros with a yield of 4.2% 

● 2- and 5-Year yields for many European sovereigns tipped into negative territory as the 
European Central Bank implemented its quantitative easing program 

● 10-year yield for Germany approaching zero with UK and US the only developed markets 10-
year note yielding above 1.5% 

Source: Dupont Capital, “Fixed Income Market Review and Outlook,” 3/31/15. Market_Review_and_Outlook_March_2015.pdf 

As of March 31, 2015 

http://hosting.fyleio.com/34262/public/Fixed_Income/1Q2015-Fixed_Income_Market_Review_and_Outlook_March_2015.pdf
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Private Real Estate Quarter
Last

Date
Year to

Last Year Years
Last 3

Years
Last 5

Years
Last 10

Years
Last 15

Real Estate Database (net of fees) 2.99 2.99 13.08 12.57 14.31 5.86 7.21

NCREIF Property** 3.57 3.57 12.72 11.47 12.75 8.39 8.97

Public Real Estate

REIT U.S. Database 4.84 4.84 25.66 14.89 16.92 10.70 14.07

NAREIT Equity 4.75 4.75 23.95 14.18 15.74 9.61 12.85

Global Real Estate

Global REIT Database 4.66 4.66 17.30 13.53 12.80 8.67 12.40

EPRA/NAREIT Global Developed 4.17 4.17 16.06 12.84 12.09 7.88 10.63

Style Median and Index Returns* for Periods ended March 31, 2015

Real Estate 
Style medians and index returns as of 3/31/15 

● The NCREIF Property index’s 3.57% return in the first calendar quarter of 2015 was split between 
a 1.24% income return and a strong 2.33% appreciation return. 

● A preliminary query of NCREIF tracked 118 institutional asset trades and $6.4 billion in volume. 
– First quarter trades since 2005 have averaged about $5.0 billion. 

● Domestic REITs raised about $22.1 billion during the first quarter of 2015. 

Sources: Callan, Citigroup, JPMorgan Chase & Co. 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       2,421,302   28.1%   26.0%    2.1%         181,496
Global Equity  ex US       2,136,613   24.8%   25.0% (0.2%) (17,046)
Fixed-Income       1,129,426   13.1%   12.0%    1.1%          95,669
Real Assets       1,439,876   16.7%   17.0% (0.3%) (24,613)
Priv ate Equity         656,406    7.6%    9.0% (1.4%) (118,911)
Absolute Return         431,460    5.0%    5.0%    0.0%             728
Cash Equiv alents          66,462    0.8%    3.0% (2.2%) (191,977)
Alternativ e Equity         333,092    3.9%    3.0%    0.9%          74,653
Total       8,614,638  100.0%  100.0%

Actual Asset Allocation

Domestic Equity
28%

Global Equity ex US
25%

Fixed-Income
13%

Real Assets
17%

Private Equity
8%

Absolute Return
5%

Cash Equivalents
1%

Alternative Equity
4%

Target Asset Allocation

Domestic Equity
26%

Global Equity ex US
25%

Fixed-Income
12%

Real Assets
17%

Private Equity
9%

Absolute Return
5%

Cash Equivalents
3%

Alternative Equity
3%

Asset Allocation – Public Employees’ Retirement System 
Quarter Ending March 31, 2015 

PERS is used as illustrative throughout the presentation.  
The other plans exhibit similar modest and understandable variations from strategic target allocations. 
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% Group Invested 98.25% 97.66% 69.59% 45.03% 98.25% 45.61%

Asset Class Weights vs Public Fund Sponsor Database
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Domestic Fixed- Cash Real Global Alternativ e
Equity Income Equiv alents Assets Equity ex US

(84)(86)

(94)(96)

(62)(15)

(5)(4)

(11)(9)

(19)(19)

10th Percentile 53.07 43.18 4.25 13.53 24.84 24.13
25th Percentile 46.95 36.22 2.17 10.55 22.10 15.97

Median 39.14 28.53 1.01 7.61 18.25 11.37
75th Percentile 31.52 22.55 0.40 5.84 14.03 4.90
90th Percentile 22.99 17.52 0.09 3.87 10.24 4.01

Fund 28.11 13.11 0.77 16.71 24.80 16.49

Target 26.00 12.00 3.00 17.00 25.00 17.00

Asset Allocation vs. Public Funds (PERS) 

● Total domestic equity is above target while international equity is marginally below target. Real 
assets and alternatives are high when compared to other public funds. Policy is “growth” oriented 
as opposed to “income” oriented. 

Callan Public Fund Database 

*Note that “Alternative” includes private equity and absolute return  
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PERS Attribution as of March 31, 2015 

Three Year Annualized Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Domestic Equity 29% 26% 16.13% 16.43% (0.08%) 0.16% 0.08%
Fixed-Income 14% 13% 2.13% 1.87% 0.04% (0.15%) (0.11%)
Real Assets 17% 17% 9.81% 9.67% 0.03% (0.02%) 0.01%
International Equity 23% 24% 7.54% 6.89% 0.16% (0.11%) 0.05%
Priv ate Equity 8% 9% 17.44% 13.91% 0.27% 0.01% 0.28%
Absolute Return 4% 5% 7.12% 5.07% 0.08% 0.05% 0.13%
Other Alternativ es 2% 2% - - (0.02%) 0.01% (0.01%)
Cash Equiv 3% 4% 0.25% 0.07% 0.01% 0.14% 0.15%

Total = + +10.19% 9.61% 0.49% 0.09% 0.58%

Ten Year Annualized Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 32% 31% 8.02% 8.21% (0.06%) 0.07% 0.01%
Fixed-Income 17% 18% 4.55% 4.51% (0.00%) (0.01%) (0.01%)
High Yield 1% 1% - - 0.00% 0.00% 0.00%
Real Assets 14% 14% 7.54% 8.57% (0.19%) (0.05%) (0.24%)
International Equity 21% 21% 6.21% 5.31% 0.15% (0.02%) 0.13%
Int'l Fixed-Income 1% 1% - - (0.00%) (0.03%) (0.03%)
Private Equity 8% 7% 13.48% 7.42% 0.32% (0.02%) 0.30%
Absolute Return 4% 5% 3.88% 6.32% (0.11%) (0.03%) (0.13%)
Other Alternatives 1% 1% - - (0.01%) 0.00% (0.00%)
Other 0% 1% - - 0.01% 0.01% 0.02%
Cash Equiv 1% 1% - - 0.00% 0.04% 0.04%

Total = + +6.79% 6.70% 0.12% (0.03%) 0.09%
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Total Fund Returns versus Target Returns 

● Each Fund has two targets: the asset allocation policy return and the actuarial return. 

● Total Fund returns have been in line with those of the strategic asset allocation target.  

● Since the ‘08 market decline, the Funds are closing in on the actuarial target return. 

As of March 31, 2015 
Cumulative Returns Actual vs Target
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0%

2%

4%

6%

8%
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12%

14%

Last Quarter Last Year Last 2 Years Last 3 Years

B(37)
A(38)
C(50)

B(60)
A(60)
C(61)

B(21)
A(21)

C(49)

B(34)
A(35)

C(50)

10th Percentile 2.87 8.28 11.43 11.16
25th Percentile 2.61 7.62 10.55 10.50

Median 2.32 6.73 9.52 9.62
75th Percentile 2.05 5.62 8.28 8.60
90th Percentile 1.72 4.50 7.04 7.34

PERS Total Plan A 2.43 6.29 10.68 10.19
TRS Total Plan B 2.44 6.30 10.69 10.22

Target Index C 2.32 6.24 9.54 9.61

Cumulative Total Fund Returns as of 3/31/15 

● Over longer cumulative 
periods ended March 
31, 2015, both PERS 
and TRS outperformed 
the Public Pension 
Fund group median. 

● In the lower-returning 
first quarter of 2015, 
both Funds ranked well 
above median. 
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7%

8%

9%
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11%

12%

Last 5 Years Last 7 Years Last 10 Years Last 23-1/2
Years

B(35)
A(38)

C(52)

C(67)

B(80)
A(81)

B(48)
A(51)
C(58)

B(77)
A(80)
C(82)

10th Percentile 10.66 7.54 7.65 9.11
25th Percentile 9.97 6.81 7.26 8.63

Median 9.31 6.31 6.80 8.34
75th Percentile 8.31 5.76 6.30 7.98
90th Percentile 7.71 5.15 5.92 7.43

PERS Total Plan A 9.66 5.56 6.79 7.89
TRS Total Plan B 9.72 5.60 6.83 7.94

Target Index C 9.26 6.02 6.70 7.86

Longer-Term Total Fund Returns as of 3/31/15 

● 5-year performance is 
above target and median 

● 7-year performance still 
affected by 2009 timing 
related issues 

● 10- and 23-1/2 year 
results above Target 

● 10-year return near 
median with improvement 
over the longer term 
rankings 
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(40%)
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B(60)
C(61)
A(62)

C(50)
B(86)
A(88)

A(45)
B(46)
C(52)

B(16)
A(17)
C(55)

B(16)
A(17)
C(20)

10th Percentile 15.10 25.93 (12.58) 10.77 15.73
25th Percentile 14.11 22.73 (20.71) 9.53 14.67

Median 13.00 20.23 (25.43) 7.97 13.54
75th Percentile 11.68 16.02 (27.97) 6.84 11.42
90th Percentile 10.06 12.57 (30.14) 5.75 9.41

PERS Total Plan A 12.45 13.31 (24.91) 10.17 15.24
TRS Total Plan B 12.55 13.40 (24.98) 10.20 15.26

Target Index C 12.51 20.28 (25.71) 7.64 14.91
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12/2014- 3/2015 2014 2013 2012 2011

B(37)
A(38)
C(50)

B(44)
A(44)
C(64)

B(22)
A(23)
C(41)

C(57)
A(65)
B(66)

B(49)
A(57)
C(58)

10th Percentile 2.87 7.85 20.43 14.49 3.31
25th Percentile 2.61 7.00 18.39 13.73 1.92

Median 2.32 6.02 15.73 12.66 0.91
75th Percentile 2.05 4.92 13.14 10.92 (0.29)
90th Percentile 1.72 3.95 9.59 9.34 (1.58)

PERS Total Plan A 2.43 6.22 18.74 11.81 0.77
TRS Total Plan B 2.44 6.22 18.79 11.79 0.95

Target Index C 2.32 5.40 16.79 12.38 0.72

Calendar Period Total Fund Performance 

● Very tight range of returns 
in calendar-year 2014. 

● Wide range of returns 
during calendar-year 2013 
due to varying fixed-
income allocations within 
the Public Fund universe. 

● PERS and TRS have 
ranked above median in 
six of the ten periods 
shown. 
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Performance vs Pub Pln- Domestic Equity (Gross)
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Last Quarter Last Last 3 Years Last 5 Years Last 6 Years Last 10 Years
Year

A(59)
B(97)

(77)

B(15)
A(70)

(27)

B(61)
A(74)

(39)

B(66)
A(77)

(50)

B(75)
A(76)

(55)

B(80)
A(83)

(57)

10th Percentile 3.19 13.00 17.06 15.65 21.51 9.24
25th Percentile 2.58 12.44 16.62 15.11 20.97 8.82

Median 2.26 11.70 16.25 14.69 20.44 8.46
75th Percentile 1.85 10.98 15.78 14.29 19.69 8.07
90th Percentile 1.54 9.51 14.86 13.53 18.82 7.78

Domestic Equity Pool A 2.15 11.18 15.79 14.27 19.67 7.92
Standard

& Poor's 500 B 0.95 12.73 16.11 14.47 19.71 8.01

Russell 3000 Index 1.80 12.37 16.43 14.71 20.28 8.38

Total Domestic Equity 
Quarter Ending March 31, 2015 



26 1Q15 Investment Performance Knowledge. Experience. Integrity. 

Last Last Last
Last Last  3  5  6

Quarter Year Years Years Years
Total Dom Equity  Pool 2.15% 11.18% 15.79% 14.27% 19.67%
   Russell 3000 Index 1.80% 12.37% 16.43% 14.71% 20.28%
Large Cap Managers 1.88% 12.89% 16.24% 14.50% 19.56%
Large Cap Activ e 2.66% 13.22% 16.08% 14.50% 19.45%
Large Cap Passiv e 1.52% 12.81% 16.47% 14.52% 19.68%
   Russell 1000 Index 1.59% 12.73% 16.45% 14.73% 20.18%
Small Cap Managers 4.02% 6.79% 16.37% 14.88% 21.34%
Small Cap Activ e 4.34% 7.19% 16.61% 15.76% 21.85%
Small Cap Passiv e 2.47% 5.11% 14.85% 12.57% 19.87%
   Russell 2000 Index 4.32% 8.21% 16.27% 14.57% 21.47%
Alternativ e Equity 1.32% 5.35% 9.62% 9.58% -

Domestic Equity Component Returns 

● Newly adopted policy (effective 7-1-13) alters cosmetics of “true” traditional active & 
passive returns 
̶ Alternative Equity category includes defensive equity oriented portfolios 
̶ Now includes the Relational portfolio & in-house equity yield portfolio 

● The Alternative Equity category has successfully helped the overall domestic equity 
program by marginally reducing this allocation’s volatility. 

● The Domestic Equity Pool has a slight tilt toward small cap versus the broad market. 

Quarter Ending March 31, 2015 
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Performance vs CAI Large Capitalization Style (Gross)
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Last Quarter Last Last 3 Years Last 5 Years Last 6 Years Last 10 Years
Year

(49)(52)

(53)(54)

(58)(52)

(55)(46)

(58)(40)

(73)(61)

10th Percentile 5.14 17.89 18.47 16.97 22.19 10.39
25th Percentile 3.77 15.59 17.70 15.64 20.96 9.55

Median 1.82 13.27 16.46 14.59 19.81 8.70
75th Percentile 0.30 10.16 15.44 13.57 18.76 7.79
90th Percentile (0.64) 8.11 14.11 12.52 17.44 6.85

Large Cap Pool 1.88 12.89 16.24 14.50 19.56 7.89

Russell 1000 Index 1.59 12.73 16.45 14.73 20.18 8.34

Large Cap Domestic Equity Pool 

● Performance relative to peers has improved over the last five (5) years 

Quarter Ending March 31, 2015 
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CAI Large Capitalization Style (Gross)
Annualized Five Year Risk vs Return
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Large Cap Pool

● Nearly two-thirds of the large cap allocation is passively managed. 

● The combination of active and passive management has helped produce market-like 
returns with similar risk. 

 

Large Cap Domestic Equity Pool 
Quarter Ending March 31, 2015 
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Small Cap Domestic Equity Pool 

Performance vs CAI Small Capitalization Style (Gross)

0%

5%

10%

15%

20%

25%

30%

35%

Last Quarter Last Last 2 Years Last 3 Years Last 5 Years Last 6 Years Last 10 Years
Year

(66)(56)

(69)
(55)

(55)
(64) (63)(63)

(70)(73)

(77)(76)

(82)(81)

10th Percentile 7.46 14.28 21.84 20.65 19.43 27.10 12.09
25th Percentile 6.12 11.82 20.55 19.33 18.04 25.03 11.30

Median 4.70 8.88 17.82 17.29 16.26 23.21 10.01
75th Percentile 3.21 5.57 15.25 15.28 14.38 21.57 9.06
90th Percentile 2.13 1.98 12.82 12.92 13.25 20.05 7.60

Small Cap Pool 4.02 6.79 17.45 16.37 14.88 21.34 8.68

Russell 2000 Index 4.32 8.21 16.26 16.27 14.57 21.47 8.82

● Returns are in line with the Russell small cap index across all time periods 

Quarter Ending March 31, 2015 
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Small Cap Pool: Risk Statistics versus Small Cap Peer Group 

● The ARMB Small Cap Pool exhibits lower levels of risk on multiple measures.. 

● The five-year annualized cumulative return is above index: .14.9% versus 14.6%. 

Five-Year Period Ending March 31, 2015 
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Dev iation Risk Risk Error

(42)

(80) (94) (94)

10th Percentile 21.26 4.53 7.24 7.29
25th Percentile 20.45 3.81 5.40 5.80

Median 19.20 2.53 4.20 4.40
75th Percentile 18.40 1.73 3.14 3.25
90th Percentile 17.22 1.11 2.48 2.46

Small Cap Pool 19.57 1.62 2.17 2.20
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Luther King: Small Cap 

● Multiple factors have contributed to Luther King’s relative underperformance since 2012. 

● The primary headwinds have been underweight allocations to REITs and Biotech, two of 
the higher performing sectors within the small cap universe.  Stock selection also hurt. 

● Portfolio manager Steve Purvis has announced some changes to improve results, including 
– fewer holdings (80 positions rather than historical range of 90 – 100);  
– adding REIT exposure to the portfolio (6% as of 3/31/15 versus historical average near 0%. 

 

Cumulative and Quarterly Relative Return vs Russell 2000 Index
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Luther King CAI Small Cap Style

As of March 31, 2015 
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Performance vs Pub Pln- International Equity (Gross)
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B(12)
A(53)(73)

A(69)
B(73)

(63)

B(30)

A(56)
(63) B(54)

A(60)(75)

A(61)
B(62)(59)

A(53)
B(86)

(65)

10th Percentile 4.95 3.19 10.12 8.16 15.03 7.88
25th Percentile 4.31 1.65 9.33 7.02 14.30 7.11

Median 3.86 0.02 7.90 6.21 13.48 6.25
75th Percentile 3.55 (0.96) 5.97 5.27 12.51 5.53
90th Percentile 2.97 (1.67) 3.26 3.71 11.11 3.93
Employ ees'

Total Int'l Equity A 3.83 (0.74) 7.54 5.92 13.05 6.21
MSCI

EAFE Index B 4.88 (0.92) 9.02 6.16 13.00 4.95

MSCI ACWI
ex US Index 3.59 (0.57) 6.89 5.29 13.09 5.93

International Equity through 3/31/15 

● Relative returns 
are improving. 

● Risk-adjusted 
returns are in line 
with median. 

● The International 
Equity Pool has a 
slight tilt towards 
smaller cap names 
versus the broad 
non-US market. 



33 1Q15 Investment Performance Knowledge. Experience. Integrity. 

Performance vs CAI Non-U.S. Equity Style (Gross)

(10%)

(5%)

0%

5%

10%

15%

20%

Last Quarter Last Last 2 Years Last 3 Years Last 5 Years Last 6 Years Last 10 Years
Year

(63)(58)

(47)
(67)

(46)
(66)

(61)(61)

(67)(75)

(69)(69)

(71)(89)

10th Percentile 6.54 3.74 11.41 11.73 9.25 16.57 8.39
25th Percentile 5.96 1.74 10.26 10.69 8.35 15.06 7.49

Median 5.05 0.13 8.66 9.64 7.25 14.02 6.21
75th Percentile 4.11 (1.75) 7.14 8.12 6.16 12.78 5.48
90th Percentile 3.28 (4.01) 5.55 6.62 4.91 11.61 4.84

Int'l Equity Pool
(ex Emerging. Mkt) 4.64 0.34 8.93 8.97 6.71 12.99 5.68

MSCI EAFE Index 4.88 (0.92) 7.92 9.02 6.16 13.00 4.95

International Equity ex Emerging Markets through 3/31/15 
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International Equity ex Emerging Markets: Attribution Factors 

● The non-US equity managers have collectively exceeded returns of the EAFE index 
over the last five years, primarily through effective country selection. 

● On balance, security selection has been neutral although some managers show skill: 
– Lazard and Brandes have had particularly strong security selection over the last five years. 

● Currency management has been the single greatest challenge for non-US managers, 
particularly during 2013 and 2014. 

Five Years Ending March 31, 2015 

Attribution Factors for Five Years Ended March 31, 2015
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Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Int'l Equity Pool (ex Emerging Mkt) 4.64% 0.34% 8.97% 6.71% 5.68%

Allianz Global Inv estors 0.31% - - - -
Baillie Gif f ord ACWI ex US 6.65% - - - -
Blackrock ACWI ex US IMI 3.63% (1.09%) - - -
Brandes Inv estment 6.71% 0.51% 10.50% 7.05% 6.21%
Capital Guardian 3.88% (0.97%) 9.57% 7.46% 6.10%
Lazard Asset Intl 4.32% 1.35% 9.19% 7.47% 6.63%
McKinley  Capital 4.65% 6.23% 10.51% 7.86% -
SSgA Int'l 3.60% (0.93%) 6.94% 5.39% -
Schroder Inv  Mgmt 7.12% (0.26%) 12.08% - -
Mondrian Intl Sm Cap 2.72% (3.91%) 8.80% - -
   MSCI EAFE Index 4.88% (0.92%) 9.02% 6.16% 4.95%
   MSCI ACWI ex-US IMI Index 3.55% (1.34%) 6.52% 5.02% 5.67%

International Equity ex Emerging Markets 
As of March 31, 2015 
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Performance vs CAI Emerging Markets Equity DB (Gross)
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(56)

(89)

(60)
(90)

(76) (90)
(74)

10th Percentile 4.75 8.71 8.05 10.83 9.30
25th Percentile 3.01 4.78 3.54 5.03 5.64

Median 1.75 1.49 0.50 2.63 3.62
75th Percentile 0.10 (1.72) (1.15) 0.75 2.02
90th Percentile (1.73) (4.46) (2.76) (1.06) 0.76

Emerging
Markets Pool (1.63) (5.87) (2.60) (1.06) 0.59

MSCI Emerging
Mkts Idx 2.28 0.79 (0.15) 0.66 2.08

Emerging Markets Pool through 3/31/15 

● The Emerging Markets Pool struggled in the latest quarter, and lag longer term 
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Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Emerging Markets Pool (1.63%) (5.87%) (1.06%) 0.59% 8.49%

Lazard Emerging (1.92%) (5.60%) (0.92%) 1.68% -
Eaton Vance(net) (0.64%) (5.42%) 0.11% 1.59% -
   MSCI Emerging Mkts 2.28% 0.79% 0.66% 2.08% 8.82%

Everest Frontier Markets (3.29%) - - - -

Emerging Markets Pool 
As of March 31, 2015 
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Total Fixed-Income Allocation as of March 31, 2015 

Includes In-House and External Portfolios 

● Total Bond portfolio’s custom target reflects a cautious view on the risk of rising rates. 
● Returns exceed benchmark over all cumulative periods two years and longer. 

Performance vs Pub Pln- Domestic Fixed (Gross)
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(96)(98)
(98)(98)

(93)(95)

(92)
(96)

(86)(91)

(75)
(82) (77)(81)

10th Percentile 2.02 6.95 4.50 6.04 7.29 10.15 6.54
25th Percentile 1.79 5.74 3.57 4.80 6.03 8.38 6.09

Median 1.67 5.05 2.75 3.88 5.38 6.59 5.48
75th Percentile 1.49 4.01 2.09 2.97 4.27 5.35 4.69
90th Percentile 1.32 3.11 1.39 2.21 3.35 3.24 4.06

Total
Fixed-Income Pool 0.91 1.54 1.25 2.13 3.61 5.32 4.61

Fixed-Income Target 0.82 1.69 1.03 1.67 3.31 4.59 4.46
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US Treasury Pool 

● The internally-managed 
US Treasury Pool has 
regularly exceeded the 
returns of the Barclays 
Intermediate Treasury 
Index over time. 

 
Annualized Returns 

4-3/4 Years Ended 3/31/15 

   ARMB: 2.50% 

   Index: 2.35% 

As of March 31, 2015 

Cumulative Returns vs
Barclays Intmdt Treas
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Mondrian: Non-US Fixed Income 

● Mondrian has underperformed its custom benchmark in three of the last four years. 

● The benchmark as of March 31, 2011 includes 70% developed market sovereign 
bond markets (including the US) plus 30% emerging market bonds.  Prior to that 
period, the benchmark did not include any emerging market bonds. 

As of March 31, 2015 

Cumulative and Quarterly Relative Return vs Benchmark
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Last Last
Last Fiscal Last  3  5

Quarter YTD Year Years Years
Real Assets 1.01% 2.97% 7.51% 9.29% 10.80%

   Real Assets Target (1) 2.50% 6.98% 10.73% 9.67% 10.69%
Real Estate Pool 3.49% 9.61% 13.14% 10.95% 12.60%
   Real Estate Target (2) 3.61% 10.08% 13.74% 11.76% 13.13%
Priv ate Real Estate 3.38% 8.47% 10.90% 10.29% 12.06%
   NCREIF Total Index 3.57% 9.54% 12.72% 11.47% 12.75%
REIT Internal Portf olio 3.87% 14.67% 22.88% 13.84% 15.75%
   NAREIT Equity  Index 3.98% 14.52% 22.68% 14.05% 15.60%

Total Farmland 1.84% 4.67% 6.02% 9.88% 10.92%
  UBS Agriv est 1.68% 5.07% 6.68% 11.54% 12.23%
  Hancock Agricultural 2.20% 3.75% 4.45% 6.96% 8.68%
     ARMB Farmland Target (3) 1.33% 4.33% 6.85% 12.19% 12.55%

Total Timber 6.72% 8.63% 11.20% 8.62% 6.23%
  Timberland Inv estment Resources 6.62% 9.44% 13.22% 7.72% 4.62%
  Hancock Timber 6.98% 6.40% 6.41% 10.26% 9.22%
     NCREIF Timberland Index 1.75% 9.46% 10.64% 9.80% 6.20%

TIPS Internal Portf olio 1.54% (0.54%) 3.11% 0.75% 4.54%
   BC US TIPS Index 1.42% (0.67%) 3.11% 0.63% 4.29%

Total Energy  Funds * (12.01%) (10.29%) (11.20%) (3.80%) 1.21%
   CPI + 5% 1.71% 2.19% 4.36% 5.70% 6.59%

MLP Composite (1.25%) (9.61%) 5.75% - -
   Alerian MLP Index (5.23%) (14.61%) (2.50%) 9.20% 13.67%

Total Inf rastructure (0.07%) (3.64%) 4.62% - -
  Brookf ield (1.90%) (4.76%) 4.96% - -
  Lazard 1.78% (3.35%) 3.35% - -
  JPM Inf rastructure 0.00% (2.17%) - - -
     Global Inf rastructure Idx (0.80%) (3.40%) 4.73% 10.51% 9.00%

Real estate returns are provided to Callan by ARMB’s real estate consultant. 

Preliminary Real Assets through 3/31/15 
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Absolute Return Composite through 3/31/15 

● Absolute return results have exceeded those of the HFRI FoF Index over all periods. 

● Above median versus peers over last five year; below median over longer periods. 

 

Performance vs Absolute Return Hedge FoFs Style (Net)

0%

2%

4%

6%

8%

10%

12%

Last Quarter Last Last 2 Years Last 3 Years Last 5 Years Last 6 Years Last 10-1/4
Year Years

A(10)
B(16)

(70)

A(1)

B(22)
(26)

A(10)

B(47)
(63)

A(11)

B(60)
(71)

A(36)

B(83)

(43)

A(79)

B(88)(87)

A(71)

B(97)

(5)

10th Percentile 2.77 6.79 8.74 7.87 6.35 9.00 5.53
25th Percentile 2.09 5.12 6.55 7.12 5.91 8.15 5.00

Median 1.64 2.97 5.69 5.95 4.38 7.04 4.58
75th Percentile 0.90 1.42 4.57 4.79 4.02 6.55 3.91
90th Percentile 0.47 0.21 3.08 4.04 3.23 4.75 3.49

Absolute
Return Composite A 2.79 9.13 8.78 7.75 5.38 6.29 4.16

HFRI Fund of
Funds Compos B 2.51 5.37 5.71 5.38 3.52 4.99 3.21

T-Bills + 5% 1.23 5.03 5.05 5.07 5.09 5.10 6.51
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Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Absolute Ret Composite 2.79% 9.13% 7.75% 5.38% 4.15%

Crestline (0.24%) 16.98% 9.66% 6.70% 4.84%
Glob Asset Mgt 2.90% 6.91% 7.23% 5.23% -
Prisma Capital 4.15% 6.90% 8.11% 6.15% -
HFRI Fund of  Funds Compos 2.51% 5.37% 5.38% 3.52% 3.21%

Absolute Return Composite 
Quarter Ending March 31, 2015 
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Market Last Last  3  5  7  5  5 Year  5 Year  3 Year  5 Year
Value Quarter Year Year Year Year Year Risk Excess Tracking Sharpe

Investment Manager ($mm) Return Return Return Return Return Risk Quadrant Rtn Ratio Error Ratio

Target 2050 Trust
CAI Tgt Date 2050

Custom Index

$114 2.3 83

2.3 90

7.9 39

7.9 38

13.4 11

13.4 11

12.0 1

12.0 1

13.3 74

13.4 73

-0.2 18 0.3 99 0.9 8

0.9 11

Target 2055 Trust
CAI Tgt Date 2055

Custom Index

$60 2.4 79

2.3 86

7.9 31

7.9 30

13.3 16

13.4 16

12.0 4

12.0 3

13.3 44

13.4 44

-0.2 18 0.2 99 0.9 4

0.9 14

Returns:
above median
third quartile
fourth quartile

Risk:
below median
second quartile
first quartile

Risk Quadrant: Excess Return Ratio:
above median
third quartile
fourth quartile

Tracking Error:
below median
second quartile
first quartile

Sharpe Ratio:
above median
third quartile
fourth quartile

Market Last Last  3  5  7  5  5 Year  5 Year  3 Year  5 Year
Value Quarter Year Year Year Year Year Risk Excess Tracking Sharpe

Investment Manager ($mm) Return Return Return Return Return Risk Quadrant Rtn Ratio Error Ratio

Balanced & Target Date Funds
Alaska Balanced Trust

Lipper: Mixed-Asset Target Alloc Cons
Passiv e Target

$1,209 1.7 49

1.6 52

5.6 18

5.8 17

6.9 25

6.8 27

7.4 17

7.3 19

6.1 22

6.0 25

4.9 75

4.6 80

0.3 9 0.2 100 1.5 5

1.6 3

Alaska Long-Term Balanced
Lipper: Mixed-Asset Target Alloc Mod

Passiv e Target

$633 2.0 41

1.9 44

6.6 25

6.8 22

9.9 19

9.8 19

9.6 16

9.5 18

6.9 16

6.9 17

8.8 57

8.5 65

0.1 11 0.2 100 1.1 18

1.1 16

Target 2010 Trust
CAI Tgt Date 2010

Custom Index

$13 1.6 61

1.6 62

5.6 23

5.7 23

8.2 9

8.2 9

8.1 10

8.2 10

7.5 41

7.6 39

-0.1 29 0.1 100 1.1 45

1.1 46

Target 2015 Trust
CAI Tgt Date 2015

Custom Index

$120 1.8 69

1.8 71

6.2 24

6.3 23

9.5 4

9.5 4

9.2 4

9.2 4

7.6 1

7.5 1

9.0 21

9.1 20

-0.1 9 0.1 100 1.0 37

1.0 46

Target 2020 Trust
CAI Tgt Date 2020

Custom Index

$104 2.0 62

1.9 69

6.7 18

6.8 17

10.6 3

10.6 3

10.0 3

10.0 3

6.9 4

6.8 4

10.3 20

10.4 20

-0.2 16 0.2 100 1.0 34

1.0 36

Target 2025 Trust
CAI Tgt Date 2025

Custom Index

$82 2.1 69

2.1 75

7.2 26

7.2 25

11.6 11

11.6 11

10.7 7

10.8 7

6.7 25

6.7 25

11.4 40

11.5 23

-0.2 16 0.3 100 0.9 7

0.9 16

Target 2030 Trust
CAI Tgt Date 2030

Custom Index

$70 2.2 72

2.1 77

7.4 31

7.5 26

12.4 13

12.4 13

11.3 8

11.4 7

12.3 39

12.5 29

-0.2 17 0.3 100 0.9 12

0.9 14

Target 2035 Trust
CAI Tgt Date 2035

Custom Index

$71 2.3 74

2.2 83

7.7 30

7.8 29

13.0 8

13.0 8

11.8 1

11.8 1

13.1 44

13.3 41

-0.1 5 0.3 99 0.9 8

0.9 9

Target 2040 Trust
CAI Tgt Date 2040

Custom Index

$79 2.3 78

2.3 84

7.8 35

7.9 32

13.3 7

13.4 7

12.0 1

12.0 1

13.3 70

13.4 65

-0.2 19 0.3 99 0.9 9

0.9 12

Target 2045 Trust
CAI Tgt Date 2045

Custom Index

$97 2.4 80

2.3 86

7.8 32

7.9 31

13.4 7

13.4 7

12.0 1

12.0 1

13.3 72

13.4 71

-0.2 17 0.3 99 0.9 6

0.9 8

Returns:
above median
third quartile
fourth quartile

Risk:
below median
second quartile
first quartile

Risk Quadrant: Excess Return Ratio:
above median
third quartile
fourth quartile

Tracking Error:
below median
second quartile
first quartile

Sharpe Ratio:
above median
third quartile
fourth quartile

Individual Account Option Performance: 3/31/15 
Balanced & Target Date Funds 
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Market Last Last  3  5  7  5  5 Year  5 Year  3 Year  5 Year
Value Quarter Year Year Year Year Year Risk Excess Tracking Sharpe

Investment Manager ($mm) Return Return Return Return Return Risk Quadrant Rtn Ratio Error Ratio

Active and Other Funds
Brandes Int'l Equity

CAI Mut Fd: Non-U.S. Equity Style
MSCI EAFE Index

$0 7.2 5

4.9 60

0.3 41

-0.9 51

9.7 28

9.0 36

6.2 54

6.2 54 1.6 63

15.6 93

17.0 80

0.0 54 3.1 46 0.4 39

0.4 47

Allianz/RCM Socially Responsible
CAI Mut Fd: Core Equity Style

KLD 400 Social Idx

$42 1.1 61

1.4 45

11.6 40

12.0 39

13.4 82

16.4 20

11.8 75

13.8 32 9.6 14

16.2 23

14.2 83

-0.5 82 2.6 68 0.7 79

1.0 23

T. Rowe Price Small Cap
CAI Mut Fd: Sm Cap Broad Style

Russell 2000 Index

$135 4.2 51

4.3 51

9.5 33

8.2 45

17.7 17

16.3 37

17.5 8

14.6 45

14.4 4

10.5 45

19.0 52

18.8 54

1.9 1 1.1 99 0.9 14

0.8 40

T. Rowe Price Stable Value
CAI Stable Value Database

5 Yr U.S. Treas Rolling

$344 0.6 1

0.3 72

2.5 1

1.4 66

2.6 1

1.6 55

3.0 1

2.2 41

3.3 14

2.6 41

0.3 64

0.4 35

6.3 11 0.1 47 11.1 19

5.7 68

Def Comp Interest Income Fund
CAI Stable Value Database

5 Yr U.S. Treas Rolling

0.7 1

0.3 72

2.9 1

1.4 66

3.1 1

1.6 55

3.4 1

2.2 41

3.8 1

2.6 41

0.3 65

0.4 35

10.1 1 0.1 87 13.1 17

5.7 68

Returns:
above median
third quartile
fourth quartile

Risk:
below median
second quartile
first quartile

Risk Quadrant: Excess Return Ratio:
above median
third quartile
fourth quartile

Tracking Error:
below median
second quartile
first quartile

Sharpe Ratio:
above median
third quartile
fourth quartile

Other Options: 3/31/15 
Active Equity, Stable Value, and Interest Income 

$183 
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Market Last Last  3  5  7  5  5 Year  5 Year  3 Year  5 Year
Value Quarter Year Year Year Year Year Risk Excess Tracking Sharpe

Investment Manager ($mm) Return Return Return Return Return Risk Quadrant Rtn Ratio Error Ratio

BlackRock Govt/Credit (i)
CAI Mut Fd: Core Bond Style

Barclay s Gov t/Credit Bd

$50 1.7 37

1.8 15

5.7 24

5.9 17

3.2 62

3.4 60

4.6 65

4.8 50

4.5 72

4.7 67

3.6 8

3.6 8

-2.6 97 0.1 100 1.3 87

1.3 84

BlackRock Intermediate Gov't Bond (i)
CAI MF: Intermediate Fixed Income Style

Barclay s Gov  Inter

$14 1.2 35

1.3 35

3.0 40

3.2 39

1.4 61

1.5 58

2.7 60

2.8 59

2.9 77

3.0 75

2.6 26

2.6 26

-4.8 100 0.0 98 1.0 82

1.1 79

Returns:
above median
third quartile
fourth quartile

Risk:
below median
second quartile
first quartile

Risk Quadrant: Excess Return Ratio:
above median
third quartile
fourth quartile

Tracking Error:
below median
second quartile
first quartile

Sharpe Ratio:
above median
third quartile
fourth quartile

Market Last Last  3  5  7  5  5 Year  5 Year  3 Year  5 Year
Value Quarter Year Year Year Year Year Risk Excess Tracking Sharpe

Investment Manager ($mm) Return Return Return Return Return Risk Quadrant Rtn Ratio Error Ratio

Index Funds
SSgA S&P 500 Index Fund (i)

CAI Large Cap Core Style
S&P 500 Index

$347 0.9 79

1.0 76

12.7 66

12.7 63

16.1 76

16.1 75

14.5 66

14.5 66

9.0 79

8.9 79

14.4 82

14.4 82

0.0 57 0.0 99 1.0 46

1.0 46

BlackRock S&P 500 Index Fund (i)
CAI Mut Fd: Core Equity Style (Gross)

S&P 500 Index

$182 0.9 78

1.0 77

12.7 40

12.7 40

16.1 49

16.1 49

14.5 40

14.5 41

9.0 56

8.9 57

14.5 80

14.4 81

0.8 11 0.0 98 1.0 32

1.0 33

SSgA Russell 3000 Index Fund (i)
CAI Mut Fd: Large Cap Broad Style (Net)

Russell 3000 Index

$65 1.8 47

1.8 47

12.4 42

12.4 43

16.4 28

16.4 27

14.7 27

14.7 28 9.4 31

15.0 70

15.1 68

0.2 15 0.1 100 1.0 16

1.0 17

SSgA World Equity ex-US Index Fund (i)
CAI MF: Non-U.S. Equity Style (Net)

MSCI ACWI x U.S. Index (Net)

$26 4.1 90

3.5 94

-1.0 53

-1.0 54

6.5 83

6.4 84

4.8 82

4.8 82 1.2 72

17.1 77

16.9 83

0.0 81 1.0 100 0.3 78

0.3 77

SSgA Global Balanced (i)
CAI Int'l/Global Balanced Database

Global Balanced Custom Benchmark

$60 1.6 63

1.4 67

4.2 67

3.9 68

7.3 50

7.1 51

7.3 48

7.1 56

9.1 49

9.1 49

0.7 11 0.3 100 0.8 62

0.8 63

SSgA Long US Treasury Bond (i)
CAI Mut Fd: Extended Mat Fixed Income

Barclay s Long Treasury  Index

$17 4.0 12

4.0 12

21.4 10

21.4 10

7.7 26

7.7 25

10.6 1

10.6 1 8.2 45

15.1 18

15.0 18

-0.4 44 0.1 98 0.7 43

0.7 42

SSgA US TIPS (i)
Lipper: TIPS Funds

Barclay s U.S. TIPS Index

$16 1.4 35

1.4 33

3.0 13

3.1 11

0.5 17

0.6 10

4.2 10

4.3 5 3.6 9

5.4 56

5.4 56

-3.7 94 0.0 100 0.8 11

0.8 4

SSgA World Gov't Bond ex-US (i)
CAI Mut Fd: Global Fixed Income Style

Citi WGBI Non-U.S. Index

$10 -4.4 100

-4.4 100

-9.9 100

-9.8 100

-3.4 99

-3.3 99

0.3 100

0.4 100 0.5 97

7.5 3

7.5 3

-0.6 100 0.1 100 0.0 99

0.0 99

SSgA US REIT Index Fund (i)
CAI Mut Fd: Real Estate Database

DJ US Select REIT Index

$40 4.6 44

4.7 38

25.0 23

25.3 17

13.6 30

13.9 20

15.6 31

15.9 15 8.4 43

14.7 48

14.9 44

-2.0 98 0.1 99 1.1 32

1.1 25

Returns:
above median
third quartile
fourth quartile

Risk:
below median
second quartile
first quartile

Risk Quadrant: Excess Return Ratio:
above median
third quartile
fourth quartile

Tracking Error:
below median
second quartile
first quartile

Sharpe Ratio:
above median
third quartile
fourth quartile

Passive Options: 3/31/15 

(i) – Indexed scoring method used. Green: manager & index differ by less than +/- 10 percentiles; Yellow: manager and index differ by +/- 20 percentiles; 
Red: manager & index differ by more than 20 percentiles. 
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Pyramis Global Advisors
An institutionally focused asset manager and vehicle for Fidelity’s 
broad global capabilities

Helping our clients achieve their investment and business objectives by harnessing our deep and diverse capabilities.

our
difference

Diverse Investment Capabilities

Client-Focused Alignment

Breadth and Depth of Research

Customized Solutions

Culture of Excellence

Global
organization

nearly 800 associates 
around the world

Breadth and depth 
of investment 

offerings 
in equity, fixed 

income, and asset 
allocation strategies

Comprehensive, 
globally integrated 
research platform

Delivering 
multi-asset

class solutions 
customized 

to client objectives

Comprehensive
and rigorous
approach to

investment and
risk management

Global offices in 
Boston, Smithfield, 

London, Hong Kong, 
Tokyo, Montreal, and 

Toronto

Wide array of global 
investment 

capabilities, driven 
by fundamental 

analysis and security 
selection

Access to over 
400 research 

professionals around 
the globe with 

teams dedicated to 
fundamental equity 
and credit research 

for institutional 
clients

Ability to package 
offerings into 

customized solutions 
for our clients

Investment 
capabilities aligned 
by investment style, 
capitalization, and 
geographic regions

Research resources described herein include the combined resources of Pyramis and Fidelity Investments.
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Pyramis Assets

$217
BILLION1,2

$91.5B
International/
Global Equity

$87.1B
Fixed Income3

$34.1B
US Equity

$4.2B
Other4

Our Clients and Assets
Serving a diversified client base across all major asset classes

As of 03/31/2015.
1 Due to rounding, the total may not add up to 100% of total assets.
2 Pyramis assets under management include $72.9B of asset allocation assets, which may be invested in other Pyramis or affiliated 

products. Source for asset and client data: Pyramis Global Advisors as of 03/31/2015. All currency is in US dollars.
3 Fidelity Investments total fixed income bond assets are $382.8B as of 03/31/2015.
4 Includes real estate debt and REIT investment strategies. Fidelity Investments total REIT and real estate debt assets are over 

$29B as of 03/31/2015.
5 Includes FIL Limited retail accounts, insurance accounts, high-net-worth accounts, VEBAs, and Pyramis private investment funds.

PYRAMIS focuses on serving corporate retirement plans, public plans, E&F, Taft-Hartley, sovereign entities, and central banks worldwide. 

Pyramis Client Relationships

689
CLIENTS

311
Defined Benefit 

Plans

91
Defined Contribution 

Plans

175
Sub-Advised/SWF/

Other Clients5

74
Endowments and 

Foundations

38
Taft-Hartley

201505-17547
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Team Members Title Years of 
Experience

Years with 
Fidelity Education Selected Prior 

Professional Experience

Mark Snyderman, CFA Group Leader/Portfolio Manager 27 20 M.B.A., Stanford University AEW Capital Management

David Bagnani Portfolio Manager 26 20 M.B.A., Boston College Coopers & Lybrand

Stephen Rosen Portfolio Manager 25 20 M.B.A., Columbia University Heller Financial

William Maclay, CFA Co-PM/Research Analyst 15 13 M.S.F., Boston College Clarion Partners

Jane Rivers, CFA Research Analyst 13 10 B.A., Stanford University AMB Property Corporation

Natalie Herald Research Analyst 15 4 B.A., Bates College KeyBank

Adam Eisenberg Research Associate 4 2 M.A., Brandeis University John Hancock

Steven Rolecek, CFA CMBS Trader 6 6 B.A., Harvard University Fidelity Investments

Andrew Rubin, CFA Institutional Portfolio Manager 10 4 M.B.A., Cornell University Old Mutual Asset Management

As of March 31, 2015.
Resources described herein include the combined resources of Pyramis and Fidelity Investments.

• Formed in 1994 – manages $8.8 billion on behalf of institutional and retail investors

• Stable and highly seasoned team – three senior principals average 26 years of commercial real estate investment 
experience (20 years together at Fidelity)

• Boutique-like structure with the benefit of Fidelity’s vast resources

• Consistent investment approach with a focus on deep credit research and analysis

Real Estate Debt Team
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Real Estate Debt Products Overview

HIGH GRADE INCOME HIGH INCOME OPPORTUNISTIC INCOME

Investment 
Focus Investment grade CMBS Public real estate debt

and equity High yielding CMBS Public and private 
real estate debt

Investor 
Base Institutional Retail Primarily Institutional Institutional

Assets $263M $5.6B $2.4B $452M

Vehicle(s) Separate Account Mutual Fund Institutional Mutual Fund & 
Separate Accounts Limited Partnership

Inception 
Date July 2009 February 2003 January 1995 April 2007

Portfolio 
Manager(s)

David Bagnani and
Stephen Rosen Mark Snyderman David Bagnani and

Stephen Rosen
Mark Snyderman and

William Maclay

High Grade

Income

High Income

Opportunistic Income

Expected Risk

Ta
rg

et
 R

et
ur

n

For illustrative purposes only. 
As of March 31, 2015.

Income

Income 
and 

Appreciation
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Investment Philosophy
High Yield CMBS

We believe that inefficiencies in the commercial mortgage-backed securities 
market coupled with relative value opportunities that arise across the real estate 
capital structure can be exploited by an opportunistic investment strategy 
dedicated to fundamental research and lead to long-term, uncorrelated, 
risk-adjusted returns.

201505-17547
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• Exploits the inefficiencies of the CMBS sector

• Niche strategy that serves as a source of portfolio diversification 
– Long-term uncorrelated returns
– Low volatility

• Consistent portfolio management team over 20+ year history

• Flexibility to invest up and down the capital structure based on relative value
– Primarily invests in high yielding CMBS 
– Opportunistically invests in real estate company bonds, leveraged loans and real  estate preferred stock

Key Strategy Points & Benefits
High Yield CMBS

Seeks to outperform the high yield corporate bond market while providing a high level 
of current income and attractive risk-adjusted total return

Resources described herein include the combined resources of Pyramis and Fidelity Investments.
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Three Ways to Win
CMBS offer spread advantage to corporate bonds

As of March 31, 2015.
Data is unaudited. Information may not be representative of current or future holdings.
CMBS spreads representative of CMBS 2.0/3.0 (issued from 2009-2013).
Sources: Barclays Capital (AAA-BBB CMBS), Fidelity (BB-B CMBS), BofA/Merrill Lynch (Corporates).
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For illustrative purposes only.

Investment Process

Property Valuation

Location
Quality

Tenant Mix

Sales and Rent
Comps

Cash Flow Analysis
Supply and Demand

Broker Contacts

Site Visits Credit Analysis

Loan To Value
Debt Coverage

Loan Terms
Refinance Analysis

Debt Yield Relative Value

Total Return
Yield

Credit Risk Investment
Decision
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Components of Risk Management
Multiple layers of oversight help ensure appropriate risk levels

LESSONS
• Board Review

• Quarterly Fund Review

• Attribution Analysis

CONTINUOUS
• Compliance

• Portfolio Construction

• CIO Oversight

RISK FRAMEWORK
• Operational Risk Process 

• Prospectus/Term Sheet

• Investment Process

PORTFOLIO
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YTD 1 Year 3 Year 5 Year 10 Year 15 Year Since 
01/31/1995*

High Yield CMBS Representative Account1 3.39 6.91 10.15 11.09 5.69 8.66 10.05 

Barclays CMBS ex-AAA Index2 1.63 2.67 5.46 9.76 (0.24) 3.83 N/A

BofA/Merrill US HY Master 
Cash Pay Index 4.06 1.85 8.00 9.00 8.04 7.96 8.00 

Active Return (vs. Barclays) 1.76 4.24 4.69 1.33 5.93 4.83 N/A

Active Return (vs. BofA/Merrill Lynch) (0.67) 5.06 2.15 2.09 (2.35) 0.70 2.05 

*To stay consistent, LOF return was run from 1/31/1995, not inception of fund. 
1Net performance is less the maximum advisory fee charged any client employing this strategy; other fees and expenses may reduce 
returns. Total assets as of March 31, 2015 were $940.0 million. Inception date was January 5, 1995. Past performance is no guarantee 
of future results. Investment return and principal value of an investment will fluctuate. Current performance may be higher 
or lower than the performance stated. 
2The primary benchmark for this strategy is the Barclays CMBS ex-AAA Index. The BofA/Merrill Lynch US HY Master Cash Pay Index 
is shown for comparative purposes only. Inception of the Barclays CMBS ex-AAA Index was July 31, 1999, subsequent to the inception 
of the Fidelity Real Estate High Income Fund. As a result, there is no relative return for the index based upon the fund’s inception date.
Representative account information is shown. Supplemental information is complemented by the GIPS Composite Performance Data.
Preliminary performance numbers subject to material change until finalization.  
Please contact Pyramis for final performance numbers after the tenth business day after quarter end.

Preliminary Performance
As of May 31, 2015

Cumulative Annualized

201505-17547

For Institutional Use Only12



QTD 1 Year 3 Year 5 Year 10 Year 15 Year Since 
Inception

High Yield CMBS Representative Account1 2.65 8.77 10.28 11.88 5.95 8.66 10.11

Barclays CMBS ex-AAA Index2 1.61 3.96 5.42 10.50 0.16 3.76 N/A

BofA/Merrill US HY Master 
Cash Pay Index 2.53 1.98 7.42 8.38 7.96 7.77 8.02

Active Return (vs. Barclays) 1.04 4.82 4.86 1.38 5.79 4.90 N/A

Active Return (vs. BofA/Merrill Lynch) 0.12 6.79 2.86 3.50 (2.01) 0.89 2.09

Representative account information is shown. Supplemental information is complemented by the GIPS Composite Performance Data.
1Net performance is less the maximum advisory fee charged any client employing this strategy; other fees and expenses may reduce 
returns. Total assets as of March 31, 2015 were $940.0 million. Inception date was January 5, 1995. Past performance is no guarantee 
of future results. Investment return and principal value of an investment will fluctuate. Current performance may be higher 
or lower than the performance stated. 
2The primary benchmark for this strategy is the Barclays CMBS ex-AAA Index. The BofA/Merrill Lynch US HY Master Cash Pay Index 
is shown for comparative purposes only. Inception of the Barclays CMBS ex-AAA Index was July 31, 1999, subsequent to the inception 
of the Fidelity Real Estate High Income Fund. As a result, there is no relative return for the index based upon the fund’s inception date.

Performance
As of March 31, 2015

Cumulative Annualized
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QTD 1 Year 3 Year 5 Year 10 Year 15 Year Since 
Inception

High Yield CMBS Composite1 2.88 9.85 11.32 13.35 7.15 9.56 10.95

Barclays CMBS ex-AAA Index2 1.61 3.95 5.42 10.50 0.16 3.76 N/A

BofA/Merrill US HY Master 
Cash Pay Index 2.53 1.98 7.42 8.38 7.96 7.77 7.99

Active Return (vs. Barclays) 1.27 5.90 5.90 2.85 6.99 5.80 N/A

Active Return (vs. BofA/Merrill Lynch) 0.35 7.87 3.90 4.97 (0.81) 1.79 2.96

1Composite account information is shown. Performance shown is gross of any fees and expenses, including advisory fees, which 
when deducted will reduce returns. See the GIPS Composite Performance Data for annual performance figures that are net of the 
maximum investment advisory fee charged any client employing this strategy. Past performance is no guarantee of future results.
Inception date was January 31, 1995. Investment return and principal value of an investment will fluctuate; therefore, you may have 
a gain or loss when you sell your shares. Current performance may be higher or lower than the performance stated. 
2The primary benchmark for this strategy is the Barclays CMBS ex-AAA Index. The BofA/Merrill Lynch US HY Master Cash Pay 
Index is shown for comparative purposes only. Inception of the Barclays CMBS ex-AAA Index was July 31, 1999, subsequent to the 
inception of the Fidelity Real Estate High Income Fund. As a result, there is no relative return for the index based upon the fund’s 
inception date.

Performance
As of March 31, 2015

Cumulative Annualized
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Investment Performance—Calendar Years
As of December 31, 2014

Performance shown is gross of any fees and expenses, including advisory fees, which when deducted will reduce returns. See the 
GIPS Composite Performance Data for annual performance figures that are net of the maximum investment advisory fee charged 
any client employing this strategy.
1Inception of the Barclays CMBS ex-AAA Index was July 31, 1999, subsequent to the inception of the composite. As a result, 
calendar 2000 is the first full period of relative performance.
2Performance is shown for a partial period of January 31, 1995 - December 31, 1995. Inception date was January 31, 1995. The 
primary benchmark for this strategy is the Barclays CMBS ex-AAA Index. The BofA/Merrill Lynch US HY Master Cash Pay Index is 
shown for comparative purposes only. 

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

High Yield CMBS Composite (Gross) 10.54 6.77 20.06 9.51 29.41 28.88 (35.84) (2.60) 9.67 10.09

Barclays CMBS ex-AAA Index1 3.89 1.43 15.53 7.47 41.11 34.21 (62.33) (5.29) 8.18 4.73

BofA/Merrill US HY Master Cash Pay Index 2.45 7.38 15.44 4.50 15.24 56.28 (26.21) 2.21 11.62 2.81

Active Return (vs. Barclays) 6.65 5.34 4.53 2.04 (11.70) (5.33) 26.49 2.69 1.49 5.36

Active Return (vs. BofA/Merrill Lynch) 8.09 (0.61) 4.62 5.01 14.17 (27.40) (9.63) (4.81) (1.95) 7.28

Annual Returns

2004 2003 2002 2001 2000 1999 1998 1997 1996 19952

High Yield CMBS Composite (Gross) 19.25 11.88 15.74 12.86 17.59 7.62 2.05 24.02 19.28 21.49

Barclays CMBS ex-AAA Index1 8.58 5.24 19.40 10.13 17.60 n/a n/a n/a n/a n/a

BofA/Merrill US HY Master Cash Pay Index 10.76 27.23 (1.14) 6.27 (3.85) 1.57 3.66 12.83 11.12 18.18

Active Return (vs. Barclays) 10.67 6.64 (3.66) 2.73 (0.01) n/a n/a n/a n/a n/a

Active Return (vs. BofA/Merrill Lynch) 8.49 (15.35) 16.88 6.59 21.44 6.05 (1.61) 11.19 8.16 3.31

Annual Returns
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3-Year 5-Year 10-Year 15-Year
Returns Annual Return Annual Return Annual Return Annual Return

3-Year 5-Year 10-Year 15-Year
Volatility Standard Deviation Standard Deviation Standard Deviation Standard Deviation 

3-Year 5-Year 10-Year 15-Year
Correlation Correlation Correlation Correlation

Diversification with Composite with Composite with Composite with Composite

High Yield CMBS Relative to Select Asset Classes
As of March 31, 2015

High Yield CMBS Composite 11.32% 13.35% 7.15% 9.56%
Barclays CMBS ex-AAA Index 5.42% 10.50% 0.16% 3.76%
BofA/ML US High Yield Cash Pay 7.42% 8.38% 7.96% 7.77%
JPM EMBI Global 4.38% 6.83% 8.04% 9.11%
Barclays Aggregate 3.10% 4.41% 4.93% 5.66%

Barclays CMBS ex-AAA Index 0.90 0.78 0.91 0.90 
BofA/ML US High Yield Cash Pay 0.65 0.64 0.61 0.52 
JPM EMBI Global 0.69 0.49 0.31 0.29 
Barclays Aggregate 0.64 0.31 (0.03) 0.13 

High Yield CMBS Composite 3.08% 3.70% 9.35% 7.97%
Barclays CMBS ex-AAA Index 2.90% 5.62% 17.10% 14.41%
BofA/ML US High Yield Cash Pay 4.34% 6.15% 10.26% 9.68%
JPM EMBI Global 7.53% 7.26% 8.77% 9.17%
Barclays Aggregate 2.90% 2.80% 3.26% 3.52%

Composite account information is shown. Performance shown is gross of any fees and expenses, including advisory fees, which when
deducted will reduce returns. See the GIPS Composite Performance Data for annual performance figures that are net of the maximum
investment advisory fee charged any client employing this strategy. Past performance is no guarantee of future results. Inception date 
was January 5, 1995. Investment return and principal value of an investment will fluctuate; therefore, you may have a gain or loss when 
you sell your shares. Current performance may be higher or lower than the performance stated. 
The primary benchmark for this strategy is the Barclays CMBS ex-AAA Index. The BofA/Merrill Lynch US HY Master Cash Pay Index, 
JPM EMBI Global and Barclays Aggregate are shown for comparative purposes only.
Current performance may be higher or lower than the performance stated.
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• Buying at spreads in excess of high yield corporates while also maintaining a higher 
average credit quality.

• Primarily adding triple-B to single-B rated tranches from seasoned CMBS 2.0 & 3.0 conduit deals  
(i.e., CMBS issued from late 2009 to mid-2013) and older vintage fixed-rate bonds.

• Also investing in high yield tranches from new issues backed by large, well capitalized single 
assets/single borrower transactions.

• Maintaining exposure to highly seasoned CMBS to reduce duration and improve credit.

• Underweighting bonds most at risk to bubble vintage underwriting.

• Selectively adding REIT preferred stocks and real estate company bonds.

Current Investment Focus
As of May 31, 2015
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Appendix



Important Information

Read this important information carefully before making any investment. Speak with your relationship manager if you have 
any questions. 

Risks

Past performance is no guarantee of future results. An investment may be risky and may not be suitable for an investor’s goals, objectives and risk 
tolerance. Investors should be aware that an investment’s value may be volatile and any investment involves the risk that you may lose money. 
Performance results for individual accounts will differ from performance results for composites and representative accounts due to factors such as portfolio 
size, account objectives and restrictions, and factors specific to a particular investment structure.

The value of a strategy’s investments will vary day to day in response to many factors, including in response to adverse issuer, political, regulatory, market 
or economic developments. The value of an individual security or a particular type of security can be more volatile than the market as a whole and can 
perform differently from the value of the market as a whole. Nearly all accounts are subject to volatility in non-US markets, either through direct exposure or 
indirect effects on US markets from events abroad, including fluctuations in foreign currency exchange rates and, in the case of less developed markets, 
currency illiquidity. 

The real estate industry is particularly sensitive to economic downturns. The value of securities of issuers in the real estate industry can be affected by 
changes in real estate values and rental income, property taxes, interest rates, tax and regulatory requirements, overbuilding, extended vacancies of 
properties, and the issuer’s management skill. As a consequence, investments related to real estate may be more volatile than other investments. 
Mortgage-backed securities are subject to the risk that mortgagors may not meet their payment obligations and/or prepayment risk. Each investment also 
has its unique interest rate and payment priority characteristics. 

These materials contain statements that are “forward-looking statements,” which are based on certain assumptions of future events. Forward-looking 
statements are based on information available on the date hereof, and Pyramis does not assume any duty to update any forward-looking statement. Actual 
events may differ from those assumed. There can be no assurance that forward-looking statements, including any projected returns, will materialize or that 
actual market conditions and/or performance results will not be materially different or worse than those presented. 

Performance Data 

Performance data is generally presented gross of any fees and expenses, including advisory fees, which when deducted will reduce returns.  See the 
GIPS® Composite Performance Data for performance figures that are net of the maximum investment advisory fee charged any client employing this 
strategy. Some clients may request a performance fee arrangement, which if imposed will also reduce returns when deducted.  See Pyramis' Form ADV for 
more information about advisory fees if Pyramis Global Advisors, LLC is the investment manager to the account. For additional information about advisory 
fees related to other Pyramis advisory entities, speak with your relationship manager.  All results reflect realized and unrealized appreciation and the 
reinvestment of dividends and investment income, if applicable.  Taxes have not been deducted.  In conducting its investment advisory activities, Pyramis 
utilizes certain assets, resources and investment personnel of FMR Co. and its affiliates, which do not claim compliance with the Global Investment 
Performance Standards (GIPS®). 
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Important Information, continued

Representative account information is based on an account in the subject strategy’s composite that generally reflects that strategy’s management and is not 
based on performance of that account. An individual account’s performance will vary due to many factors, including inception dates, portfolio size, account 
guidelines and type of investment vehicle. Index or benchmark performance shown does not reflect the deduction of advisory fees, transaction charges and 
other expenses, which if charged would reduce performance. Investing directly in an index is not possible.

Unless otherwise indicated, references made to product assets under management (“AUM”) are to the GIPS firm AUM for the strategy which include all 
discretionary and, if applicable, non-discretionary portfolios. 

* * * *

The business unit of Pyramis Global Advisors (Pyramis) includes the following entities, or divisions of entities: Pyramis Global Advisors Holdings Corp., a 
Delaware corporation; Pyramis Global Advisors Trust Company, a non-depository trust company (PGATC); Pyramis Global Advisors, LLC, a U.S. 
registered investment adviser (PGA LLC); Pyramis Global Advisors (Canada) ULC, an Ontario registered investment adviser; the Pyramis division of FMR 
Investment Management (UK) Limited, a U.K. registered investment manager and U.S. registered investment adviser (FMRIM-UK);  the Pyramis division of 
Fidelity Management & Research (Hong Kong) Limited, a Hong Kong registered investment adviser and U.S. registered investment adviser (FMRHK); 
Pyramis Distributors Corporation LLC, a U.S. registered broker-dealer; and Fidelity Investments Canada ULC, an Alberta corporation (FIC).  Investment 
services are provided by PGATC, PGA LLC, Pyramis Global Advisors (Canada) ULC, and/or FMRIM-UK.

“Fidelity Investments” and/or “Fidelity” refers collectively to FMR LLC, a US company, and its subsidiaries, including but not limited to Fidelity Management 
& Research Company (FMR Co.) and Pyramis.

Certain data and other information in this presentation have been supplied by outside sources and are believed to be reliable as of the date of this 
document. Data and information from third-party databases, such as those sponsored by eVestment Alliance and Callan, are self-reported by investment 
management firms that generally pay a subscription fee to use such databases, and the database sponsors do not guarantee or audit the accuracy, 
timeliness or completeness of the data and information provided including any rankings. Rankings or similar data reflect information at the time rankings 
were retrieved from a third-party database, and such rankings may vary significantly as additional data from managers are reported. Pyramis has not 
verified and cannot verify the accuracy of information from outside sources, and potential investors should be aware that such information is subject to 
change without notice. Information is current as of the date noted.

Pyramis has prepared this presentation for, and only intends to provide it to, institutional, sophisticated and/or qualified investors in one-on-one or 
comparable presentations. Do not distribute or reproduce this report.

Third party trademarks and service marks are the property of their respective owners. All other trademarks and service marks are the property of FMR LLC 
or its affiliated companies. Pyramis does not provide legal or tax advice and we encourage you to consult your own lawyer, accountant or other advisor 
before making an investment.

Not FDIC Insured • No Bank Guarantee • May Lose Value
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GIPS Composite Performance Data
High Yield CMBS Composite (USD) Versus Barclays U.S. Commercial Mortgage Backed Securities ex-AAA Index (Invst Gr)
As of March 31, 2015
Period Composite Return 

(Gross%)
Composite Return 

(Net%)
Benchmark Return 

(%)
Value Added (%)* Number of Portfolios Total Composite 

Assets End of Period 
($M)

Composite 3 Year 
Standard Deviation 

(%)

Benchmark 3 Year 
Standard Deviation 

(%)

Asset Weighted 
Standard Deviation 

(%)

Percent of Firm's 
Assets

2015 YTD 2.88 2.69 1.61 1.27 5 2,329 3.08 2.90 N/A less than 1%
2014 Annual 10.54 9.72 3.89 6.65 5 2,239 3.19 3.31 0.75 less than 1%
2013 Annual 6.77 5.97 1.43 5.34 5 2,030 4.17 5.41 1.65 less than 1%
2012 Annual 20.06 19.18 15.53 4.53 5 1,929 4.61 7.63 N/A less than 1%
2011 Annual 9.51 8.70 7.47 2.04 5 1,546 6.43 8.16 1.03 less than 1%
2010 Annual 29.41 28.46 41.11 (11.70) less than 5 1,309 16.29 30.48 N/A less than 1%
2009 Annual 28.88 27.94 34.21 (5.33) less than 5 914 15.49 29.13 N/A less than 1%
2008 Annual (35.84) (36.34) (62.33) 26.49 5 733 14.00 28.07 1.44 less than 1%
2007 Annual (2.60) (3.33) (5.29) 2.69 6 1,193 3.23 4.24 0.82 less than 1%
2006 Annual 9.67 8.86 8.18 1.49 6 1,320 3.57 4.45 0.54 less than 1%
2005 Annual 10.09 9.28 4.73 5.36 5 1,120 4.12 5.98 N/A less than 1%
* Value Added is calculated by taking the gross composite return less the benchmark return.
Notes 
Definition of the "Firm"
For GIPS purposes, the "Firm" includes:  (1) all of the portfolios managed by the investment management units of the 
Pyramis Global Advisors group of companies ("Pyramis"); and (2) portfolios managed by Pyramis' affiliates, Fidelity 
Management & Research Company and its subsidiaries ("FMR Co.") and/or Fidelity Investments Money Management, 
Inc. ("FIMM"), that are also substantially similar to institutional mandates advised by Pyramis and managed by the same 
portfolio management team.

Changes to Definition of the "Firm" 
Effective January 1, 2009, the definition of the Firm was revised to exclude Pyramis' management of funds that invest in 
real estate and exclude other affiliated advisers or divisions no longer held out to the public as a part of Pyramis. 
Effective January 1, 2011, the definition of the Firm was revised to include substantially similar investment strategies 
managed by FMR Co. and/or FIMM and the same portfolio management team.  Effective January 1, 2013, the definition 
of the Firm was revised to include subsidiaries of FMR Co.

Basis of Presentation
The Firm claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and 
presented this report in compliance with the GIPS standards. The Firm has been independently verified for the periods 
January 1, 1990 through December 31, 2013. The verification reports are available upon request. Verification assesses 
whether (1) the firm has complied with all of the composite requirements of the GIPS standards on a firm-wide basis 
and (2) the firm's policies and procedures are designed to calculate and present performance in compliance with the 
GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. The Firm's list of 
composite descriptions is available upon request. Policies for valuing portfolios, calculating performance, and preparing 
compliant presentations are available upon request.

Returns
Gross composite returns do not reflect the deduction of investment advisory ("IA"), administrative or custodial fees, but 
do include trading expenses. Net composite returns are calculated by deducting the maximum standard IA fee that 
could have been charged to any client employing this strategy during the time period shown, exclusive of performance 
fee or minimum fee arrangements. IA fees paid by a client vary depending upon a variety of factors, including portfolio 
size and the use of any performance fee or minimum fee arrangement.  Actual returns will be reduced by the IA fee and 
any administrative, custodial, or other fees and expenses incurred.  Returns could be higher or lower than those shown. 
A client's fees are generally calculated based on the average month-end assets at market value during the quarter as 
calculated by the Firm, and are billed quarterly in arrears. More information regarding fees is available upon request. 
These investment performance statistics were calculated without a provision for United States income taxes.

Composite Description
The investment objective of this sub-composite is to achieve superior total returns through investments in a universe of 
below-investment-grade commercial mortgage-backed securities and other high-yield real estate debt securities. The 
sub-composite is composed of all fee-paying discretionary accounts that are managed by the Firm in this style.  This 
sub-composite, along with one or more other sub-composites, combine to create an aggregate composite. 

Benchmark Change
In February 2010 the composite's benchmark changed from the Bank of America/Merrill Lynch U.S. Cash Pay High 
Yield Index to the Barclays U.S. Commercial Mortgage Backed Securities ex-AAA Index to provide a more meaningful 
benchmark for performance comparisons.

Composite Creation Date
This composite was created in 1995 

Fee Schedule
The maximum scheduled investment advisory fee for this strategy is 75 basis points, which may be subject to certain 
decreases as assets under management increase. The investment advisory fee applicable to a portfolio depends on a 
variety of factors, including but not limited to portfolio size, the level of committed assets, service levels, the use of a 
performance fee or minimum fee arrangement, and other factors. 

Effect of Investment Advisory Fee
Returns will be reduced by the investment advisory fee and any other expenses incurred in the management of the 
portfolio.  For example, an account with a compound annual return of 10% would have increased by 61% over five 
years.  Assuming an annual advisory fee of 75 basis points, the net return would have been 56% over five years.

Known Inconsistencies in Exchange Rates
The composite base currency is  U.S. Dollar (USD).  One or more of the current or historic constituent portfolios have a 
base currency that differs from the composite and uses a valuation point that differs from other constituent portfolios.

Past performance is no guarantee of future results.

521666.14.0

201505-17547

For Institutional Use Only21



Biographies

Stephen B. Rosen
Co-Portfolio Manager
Steve is the co-portfolio manager of the Fidelity Real Estate High Income Fund as well as the institutional separate accounts, all of which are 
primarily invested in high yielding commercial mortgage-backed securities (CMBS) as well as other real estate debt instruments. He joined the 
Fidelity Real Estate Debt Group in 1995. Steve began as a research analyst responsible for the collateral credit and structural analysis of high 
yield real estate debt securities.

Prior to joining to Fidelity, Steve was an investment officer at Heller Financial. In this role, he was responsible for identifying, structuring, and 
underwriting commercial real estate investments. Steve managed the investment process from sourcing and negotiating transactions to 
presenting them to Heller's investment committees. He has 22 years of real estate experience. 

Steve earned his B.S. in systems engineering from the University of Pennsylvania and his M.B.A. from Columbia University.

David A. Bagnani 
Co-Portfolio Manager
Dave is the co-portfolio manager of the Fidelity Real Estate High Income Fund as well as the institutional separate accounts, all of which are 
primarily invested in high yielding commercial mortgage-backed securities (CMBS) as well as other real estate debt instruments. He joined the 
Fidelity Real Estate Debt Group in 1994 shortly after its inception. Dave began as a research analyst responsible for the collateral credit and 
structural analysis of high yield real estate debt securities.

Prior to joining Fidelity, Dave was a senior consultant in Coopers & Lybrand’s Real Estate Advisory Group, where he provided services to public 
and private clients in strategic management, valuation, and dispositions, and also coordinated the real estate valuation on several commercial 
mortgage sales and securitizations. Prior to that, he was a financial analyst with a real estate management company in Los Angeles where he 
managed a portfolio of 20 properties.

Dave has over 24 years of real estate experience and earned his B.S.C. from the University of Santa Clara and his M.B.A. from Boston College.

201505-17547

For Institutional Use Only22



Biographies

Andrew S. Rubin, CFA
Institutional Portfolio Manager
Andy Rubin is an institutional portfolio manager at Pyramis Global Advisors, a Fidelity Investments company. Andy is a member of the REIT 
Equity and High Income Real Estate Debt teams and in his role maintains a deep and thorough knowledge of portfolio positioning, holdings, 
construction and objectives, helps ensure that portfolios are managed in accordance with client expectations, and represents the investment 
team to clients, consultants, and internal partners.

Prior to assuming his current position in August 2014, Andy was a director of investment capability management at FMRCo from 2010 to 
2014. Prior to joining Fidelity in 2010, Andy was an assistant vice president at Old Mutual Asset Management from 2009 to 2010, where he 
served as an investment director in the Registered Investment Advisor (RIA) channel. Previously, Andy was a summer associate at 
Batterymarch Financial Management in 2008, and an investment consultant with Natixis Global Asset Management from 2003 to 2007. He 
has been in the investments industry since 2003. 

Andy earned his bachelor of science degree in finance from Lehigh University and his master of business administration degree from Cornell 
University’s S.C. Johnson Graduate School of Management. He is also a Chartered Financial Analyst (CFA) charterholder.

Kristin v. Shofner
Senior Vice President, Business Development
Kristin Shofner is senior vice president, Business Development at Pyramis Global Advisors, a Fidelity Investments company. In this role, she 
leads the development of relationships with public pension plans.

Prior to joining Pyramis in 2013, Kristin was a director of Institutional Sales and Marketing at Lord, Abbett & Co. LLC since June 2003. Her 
previous positions include serving as a manager of Institutional Sales and Client Services from 2000 to 2003 and as a manager research 
associate from 1998 to 2000 at Asset Strategy Consulting, later acquired by InvestorForce. She has been in the investments industry 
since 1998.

Kristin earned her bachelor of arts degree in history and sociology from the University of California at Santa Barbara.
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1 Alaska Retirement Management Board – June 2015 

Why Rebalance? 

Gary Bader, CIO 
June 2015 



2 Alaska Retirement Management Board – June 2015 

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

$8.00

$9.00

$10.00

$11.00

De
c-

89
Ju

n-
90

De
c-

90
Ju

n-
91

De
c-

91
Ju

n-
92

De
c-

92
Ju

n-
93

De
c-

93
Ju

n-
94

De
c-

94
Ju

n-
95

De
c-

95
Ju

n-
96

De
c-

96
Ju

n-
97

De
c-

97
Ju

n-
98

De
c-

98
Ju

n-
99

De
c-

99
Ju

n-
00

De
c-

00
Ju

n-
01

De
c-

01
Ju

n-
02

De
c-

02
Ju

n-
03

De
c-

03
Ju

n-
04

De
c-

04
Ju

n-
05

De
c-

05
Ju

n-
06

De
c-

06
Ju

n-
07

De
c-

07
Ju

n-
08

De
c-

08
Ju

n-
09

De
c-

09
Ju

n-
10

De
c-

10
Ju

n-
11

De
c-

11
Ju

n-
12

De
c-

12
Ju

n-
13

De
c-

13
Ju

n-
14

De
c-

14

Growth of a Dollar 

S&P 500 Barclays Agg Bond 60% Stocks/40% Bonds

60/40 Allocation 

7 ¾ Years 6 ½ Years 



3 Alaska Retirement Management Board – June 2015 
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Watch List Guidelines – Quantitative Factors 

Performance Test Benchmark Fail Criteria 

Test 1: 
Trailing 6 year results 

Annualized performance 
relative to the agreed upon 
market index. 

Fail if underperform index by 
1% per annum over 
measurement period, gross of 
fees. 

Test 2: 
Trailing 6 year results 

Relative to an appropriate 
style index (if applicable). 

Fail if underperform style index 
by 1% per annum over 
measurement period, gross of 
fees. 

Test 3: 
Peer group comparison 

Performance compared to that 
of an appropriate peer group. 

Fail if cumulative performance 
is at 65% percentile or lower 
over relevant timeframe. 
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FY16 PERS Target Asset Allocation 

Asset Class Allocation Range 

Broad Domestic Equity 26% ± 6% 

Global Equity Ex-US 25% ± 4% 

Private Equity 9% ± 5% 

Real Assets 17% ± 8% 

Absolute Return 5% ± 4% 

Fixed Composite 12% ± 5% 

Alternative Equity Strategies 3% ± 2% 

Cash Equivalents 3% ± 3% 

Total 100% 



DePrince, Race & Zollo, Inc. 
Mandate:  Microcap Value                                                                                                                                                                                          Hired:  2011  
 

 
Firm Information Investment Approach Total ARMB Mandate* 

DePrince, Race & Zollo, Inc.  is a 100% 
employee owned company that was 
founded in 1995. The firm, based in 
Winter Park, Florida currently employs 47 
professionals.  
 
As of 3/31/15, the firm’s total assets 
under management were $7.6 billion.  
 
Key Executives: 
Victor A. Zollo, Jr.  
Founding Partner & Co-Chief Executive 
Officer 
 
Gregory T. Ramsby 
Managing Partner, Portfolio Manager 
 
Kelly W. Carbone 
Managing Partner, Director of Marketing 

DePrince, Race & Zollo, Inc. (DRZ) believes undervalued stocks with an above average 
yield and a fundamental catalyst provide the opportunity for superior long-term total 
returns.  DRZ seeks to own undervalued stocks with a minimum 1% dividend yield and a 
fundamental catalyst to obtain superior long-term total returns.  Bottom-up stock selection 
is the key component to performance. Research moves up from company to industry and 
economy, to a confirmation of improving fundamental prospects. DRZ moves funds into 
new stocks which have better risk/reward prospects. 
 
 
 
 
 
 
 
 
 
 
 
Benchmark: Russell Microcap Value Index 

Assets Under Management:  
3/31/2015                           $99,390,517 
 

   
 

Concerns:  None 
 
 

3/31/15 Performance* 

  
3 Months   1 Year   3 Years 

Annualized   5 Years 
Annualized 

Manager (gross) -2.20%   -2.84%   9.25%   N/A 
Fee 0.27%   1.10%   1.23%   

 Manager (net) -2.47%   -3.94%   8.02%   
 Benchmark 1.19%  2.58%  16.46%   

 
    *Source:  Callan Associates 



Alaska Retirement Management Board 

June 18, 2015 
 
 
 

Kelly W. Carbone – Managing Partner  
Gregory T. Ramsby – Managing Partner  
Darren C. Weems, CFA, CPA – Partner  

 
 
 

DePrince, Race & Zollo, Inc. 
250 Park Avenue South • Suite #250 • Winter Park, FL 32789 

(407) 420-9903 



DePrince, Race & Zollo, Inc. 

 Founded in 1995 
 
 100% Employee Owned 

31 Investment Professionals 
16 Administrative Staff 
 

 Serving 103 Clients 
Small, focused firm with goal to provide superior 

performance and service to the institutional marketplace 
 

 Total Firm Assets:  $7.6 Billion as of 03/31/15 
 
 Value Investment Strategies: 

U.S. Large-Cap: $4.1 Billion 
U.S. Small-Cap: $2.1 Billion 
U.S. Micro-Cap: $422 Million 
U.S. SMID-Cap: $28 Million 
Non U.S.  

International: $236 Million 
International Small-Cap: $30 Million 
Emerging Markets: $92 Million 

Global: $57 Million 
Alternative Strategies: $370 Million 
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Value Philosophy 
  Undervalued stocks with a minimum 1% dividend  yield and a 
 fundamental catalyst provide the opportunity for superior long-term 
 total returns. 
  

  Bottom-up stock selection is the key component of performance. 
 

  Research moves up from company to industry and economy, to 
 confirm improving fundamental prospects. 
 

  Funds are moved into new stocks which have better  risk/reward 
 prospects. 

Three Equally Balanced Factors 

BUY DECISION SELL DECISION 

●  1% Minimum Dividend Yield  

●  Low Relative Valuation 

●  Fundamental Catalyst 

 

●  Yield Declines 

●  Relative Price Target Reached 

●   Fundamentals Not Performing 
 as Expected 
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Yield Investing 
We believe: 

776.12%

410.78%
447.84%

351.24%

0%

200%

400%

600%

800%

The Importance of Dividends 
Cumulative performance since inception of the indexes, 05/31/1993–04/30/2015 

Russell 2000 Value 
Total Return 

Russell 2000 Value 
Price Appreciation 

(Excluding Dividends) 

Russell 2000 Growth 
Price Appreciation 

(Excluding Dividends) 

Russell 2000 Growth 
Total Return 

Source: Russell Investments Co. 

 
 Dividend yield provides a meaningful portion of the 

market’s total return 
 
 Dividend yield offers concrete evidence of real earnings 

 Provides the most reliable valuation measure 
 
 The return of cash to shareholders in the form of 

dividends encourages capital allocation discipline 
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Investment Performance 
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Micro-Cap Value 
Performance Report 

April 30, 2015 

See attached disclosure 

Alaska Retirement Management Board  

Annualized* Alaska Retirement Russell 
Microcap Value

Russell
2000 Value

Year to Date -2.60% -0.74% -0.20%
One Year 0.71% 4.92% 4.89%

Three Years* 9.99% 16.03% 14.52%
Inception to Date*

(04/30/11-04/30/15) 7.06% 10.64% 9.56%

Interest and Dividends

Market Value on 12/31/14

Market Value on 04/30/15
787,155 

$98,853,160 

Contributions
Withdrawals

$101,496,366 
0 
0 

(3,430,361)Gain (Loss)

-5.0 0.0 5.0 10.0 15.0 20.0

Year to Date

One Year

Three Years*

Inception to Date*
(04/30/11-04/30/15)

Alaska Retirement Russell Micro Cap Value Russell 2000 Value
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The top performing sectors in 2014 largely continued to lead in the first quarter of 2015.  Heath Care, specifically Biotech, 
continues to dominate the Index as 6 of the Top 10 performers (Total Return) for Q1 are within this industry. Within the Top 50 

performing stocks in the RMCV Index, only 5 paid dividends that meet our 1% minimum dividend yield. We owned bebe, which 
was one of these 5 stocks as the company returned +66% in Q1. 

 
Source: FactSet Research Systems 

RMCV Index: Sector Performance 
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With each Fed announcement to delay rates, we saw an almost immediate reaction by the Index. Just as the RMCV Health Care Index (Purple) 
began to slow in January, the Fed’s January 28th announcement of continued delays in rate hikes led to further appreciation. Despite upward 

fluctuations in February, our strongest month of performance, the 10 Year Treasury Yield ended lower in Q1. We remain steadfast in the 
execution our discipline and continue to believe as the markets begin focus on fundamentals, we will generate strong relative performance.  

Source: Bloomberg 

Fed Announcements Continue to Drive the Index 
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DePrince, Race & Zollo, Inc. 
Micro-Cap Value 

Investment Performance 
April 30, 2015 

See attached disclosure 
*The Russell Micro Cap Value 
Index inception June 2006 
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0

5
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Inception to Date
(09/30/97-04/30/15)

Annualized

Fifteen Years
Ended 04/30/15

Annualized

Ten Years
Ended 04/30/15

Annualized

Seven Years
Ended 04/30/15

Annualized

Five Years
Ended 04/30/15

Annualized

Three Years
Ended 04/30/15

Annualized

One Year
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DePrince, Race & Zollo Russell Micro Cap Value Russell 2000 Value
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34.52

-60 -40 -20 0 20 40 60

Year 2014

Year 2013

Year 2012

Year 2011

Year 2010

Year 2009

Year 2008

Year 2007

Year 2006

Year 2005

Year 2004

Year 2003

Year 2002

Year 2001

Year 2000

Year 1999

Year 1998
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See attached disclosure 

DePrince, Race & Zollo, Inc. 
Micro-Cap Value 

Investment Performance 
Calendar Year 

*The Russell Micro Cap Value 
Index inception June 2006 10



 
Micro-Cap Value 

Equity Characteristics 
April 30, 2015 

15.8

16.2

17.1

414.6

520.4

1,774.0

Forward
P/E

Market Cap
$Million

Alaska Retirement Russell Micro Cap Value Russell 2000 Value
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1.5

Yield

P/B

Alaska Retirement Management Board  
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Investment Portfolio 
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Micro-Cap Value 
Representative List of Holdings 

April 30, 2015 

See attached disclosure 

Sector %Portfolio Yield 

CARBO Ceramics Inc. Energy 3.5 0.9 

Wausau Paper Corp.  Materials 3.3 1.3 

Dynamic Materials Corp.  Industrials 3.0 1.2 

United Financial Bancorp Inc.  Financials 2.8 3.8 

Heritage Financial Corp.  Financials 2.7 2.6 

Acacia Research Corp.  Industrials 2.6 4.5 

CatchMark Timber Trust Inc.  Financials 2.5 4.3 

Enterprise Financial Services Co.  Financials 2.5 1.0 

Landauer Inc.  Health Care 2.4 3.4 

Tesco Corp.  Energy 2.4 1.6 

Alaska Retirement Management Board  
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Micro-Cap Value 
Three Equally Balanced Factors 

United Financial Bancorp 
Yield 3.2% 

Relative Valuation P/BV 0.45 – 0.65x 

Fundamental Catalyst •The recent combination with Rockville Financial creates a very 
strong New England bank with excess capital to fuel future growth. 

•Synergies from the merger will drive above average EPS growth 
during the next 12 months.  

•The company is utilizing a strong capital position to return cash to 
shareholders via dividends and share repurchases.  

Wausau Paper Corp.  
Yield 1.5% 

Relative Valuation P/EBITDA 0.60 – 1.50x 

Fundamental Catalyst •The complete change of the Board and senior management is 
expected to improve accountability and execution.  

•Margins are poised to improve materially as new products are rolled 
out and utilization for the new tissue machine improves.  

•An activist shareholder is pressuring management to improve 
performance and return capital to shareholders.  

Nutrisystem Inc. 
Yield 4.6% 

Relative Valuation P/E 0.70 – 1.50x 

Fundamental Catalyst •New management is driving improving performance via expanded 
distribution and well-received new products. 

•Focus on efficiency and return to capital will leverage accelerating 
revenues into best-in-class EPS growth and cash flow.  

•An activist shareholder is pressuring management to return 
significant excess cash flow to shareholders via dividends and share 
repurchases.  

See attached disclosure 14



Micro-Cap Value 
Sector Allocation 

April 30, 2015 

See attached disclosure 
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Alaska Retirement Management Board  
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DePrince, Race & Zollo, Inc.
PORTFOLIO APPRAISAL

State of Alaska - Micro cap
AY4E

April 30, 2015

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

Cash & Equivalents
Short Term Investment Fund 4,229,534 4,229,534 4.3 1.0

4,229,534 4,229,534 4.3 1.0

U.S. Common Stock

Energy
78,274 CARBO CERAMICS 

INC COM
33.61 2,630,417 44.23 3,462,059 3.5 0.9

82,180 GULF ISLAND 
FABRICATN 

19.84 1,630,598 13.19 1,083,954 1.1 3.0

183,689 TESCO CORP COM 12.49 2,294,686 12.86 2,362,241 2.4 1.6
72,516 TSAKOS ENERGY 

NAVIGATN- FD
8.18 593,314 9.18 665,697 0.7 2.6

7,149,015 7,573,951 7.7 1.6

Materials
212,207 CATCHMARK 

TIMBER TR IN CL A
12.67 2,688,778 11.60 2,461,601 2.5 4.3

38,986 HAYNES 
INTERNATL INC 
COM NEW

48.92 1,907,256 44.47 1,733,707 1.8 2.0

82,045 SCHNITZER STL 
INDS CL A

16.83 1,380,846 17.42 1,429,224 1.4 4.3

90,575 SYNALLOY CP DEL 
COM

14.57 1,319,343 14.77 1,337,793 1.4 2.0

345,184 WAUSAU PAPER 
CORP

9.12 3,148,448 9.32 3,217,115 3.3 1.3

10,444,670 10,179,440 10.3 2.7

Industrials
229,273 ACACIA RESH CORP 13.98 3,206,376 11.02 2,526,588 2.6 4.5

39,651 AMERICAN SCIENCE 
&ENGR COM

59.65 2,365,069 37.42 1,483,740 1.5 5.3

25,167 ASTEC INDS INC 36.52 919,096 42.08 1,059,027 1.1 1.0
136,530 C D I CORP COM 15.00 2,047,413 13.64 1,862,269 1.9 3.8

17,344 COMFORT SYS USA 
INC COM

15.27 264,825 20.69 358,847 0.4 1.2

221,945 DYNAMIC MATLS 
CORP COM

13.78 3,059,143 13.39 2,971,844 3.0 1.2

35,156 EASTERN CO 15.98 561,711 19.96 701,714 0.7 2.2
55,368 GLOBAL PWR 

EQPMNT GRP COM 
PAR $0.01

17.16 950,017 12.15 672,721 0.7 3.0

42,721 GRAHAM CORP COM 23.55 1,006,092 23.40 999,671 1.0 1.4
117,998 HOUSTON WIRE & 

CBL CO COM
12.20 1,439,673 9.44 1,113,901 1.1 5.1

28,098 MCGRATH 
RENTCORP COM

31.69 890,563 33.11 930,325 0.9 3.0

37,876 POWELL INDS INC 
COM

33.88 1,283,340 33.19 1,257,104 1.3 3.1

8,992 TWIN DISC INC COM 18.23 163,966 17.99 161,766 0.2 2.0
92,288 UNIVERSAL 

TRUCKLOAD SV 
COM

26.37 2,433,674 21.24 1,960,197 2.0 1.3
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DePrince, Race & Zollo, Inc.
PORTFOLIO APPRAISAL

State of Alaska - Micro cap
AY4E

April 30, 2015

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

37,439 VIAD CORP COM 
NEW

23.28 871,694 26.57 994,754 1.0 1.5

21,462,654 19,054,470 19.3 2.8

Consumer Discretionary
288,784 BEBE STORES INC 4.90 1,416,170 3.31 955,875 1.0 1.8
140,023 BIG 5 SPORTING 

GOODS COM
11.80 1,652,881 13.64 1,909,914 1.9 2.9

30,419 WEYCO GROUP INC 
COM

24.21 736,473 28.50 866,942 0.9 2.7

3,805,523 3,732,730 3.8 2.6

Health Care
74,802 LANDAUER INC COM 44.12 3,300,363 32.26 2,413,113 2.4 3.4

3,300,363 2,413,113 2.4 3.4

Financials
64,148 ALLIANCE 

BANCORP PA COM
10.97 703,873 20.73 1,329,788 1.3 1.2

46,288 BALDWIN & LYONS 
INC CL B

23.97 1,109,517 22.69 1,050,275 1.1 4.4

172,815 BANC CALIF INC 
COM

11.74 2,028,679 12.40 2,142,906 2.2 3.9

171,158 BANK MUT CORP 
COM

6.19 1,058,744 7.19 1,230,626 1.2 2.2

44,510 BERKSHIRE HILLS 
BANC COM

23.57 1,048,929 28.01 1,246,725 1.3 2.7

118,128 BROOKLINE 
BANCORP INC COM

9.20 1,086,588 10.77 1,272,239 1.3 3.3

62,551 CARDINAL 
FINANCIAL 
CORPORATION

16.87 1,055,217 20.63 1,290,427 1.3 2.1

94,337 CHARTER FINL CP 
MD COM

10.64 1,004,109 11.97 1,129,214 1.1 1.7

95,163 DONEGAL GROUP 
INC CL A

13.79 1,312,579 15.11 1,437,913 1.5 3.6

78,097 EAGLE BANCORP 
MONT INC COM

10.94 854,119 10.92 852,819 0.9 2.7

34,567 EMPLOYERS 
HOLDINGS INC COM

21.14 730,702 24.41 843,780 0.9 1.0

118,236 ENTERPRISE FINL 
SVCS COM

18.70 2,210,520 20.53 2,427,385 2.5 1.0

47,405 FINANCIAL INSTNS 
INC COM

22.66 1,074,322 23.55 1,116,388 1.1 3.4

43,056 FIRST BANCORP INC 
ME COM

16.27 700,553 16.68 718,174 0.7 5.0

85,039 GLADSTONE LD 
CORP COM

14.25 1,211,638 12.12 1,030,673 1.0 4.0

155,796 HERITAGE FINL 
WASH COM

16.07 2,503,376 16.90 2,632,952 2.7 2.6

100,783 HOPFED BANCORP 
INC COM

12.12 1,221,041 12.98 1,308,526 1.3 1.2

102,150 INDEPENDENT 
BANK CORP

12.43 1,269,763 13.24 1,352,466 1.4 1.8

74,849 MIDDLEBURG 
FINANCIAL COM

17.54 1,312,553 18.57 1,389,946 1.4 2.2
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DePrince, Race & Zollo, Inc.
PORTFOLIO APPRAISAL

State of Alaska - Micro cap
AY4E

April 30, 2015

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

15,668 MIDSOUTH 
BANCORP INC COM

13.08 205,015 12.97 203,214 0.2 2.8

86,137 NATIONAL BK 
HLDGS CORP CL A

18.89 1,627,008 19.00 1,636,603 1.7 1.1

79,621 NORTHEAST 
CMNTY BANCOR 
COM

6.86 546,456 7.55 601,139 0.6 1.6

126,238 PACIFIC 
CONTINENTAL COM

10.32 1,302,670 12.90 1,628,470 1.6 3.1

252,657 PARK STERLING 
CORP COM

6.60 1,668,409 6.70 1,692,802 1.7 1.8

8,602 PEOPLES FINL CORP 
MISS COM

14.48 124,556 9.39 80,773 0.1 2.1

62,148 REXFORD INDL 
RLTY INC COM

14.22 883,898 14.86 923,519 0.9 3.2

131,609 SI FINL GROUP INC 
MD COM

11.51 1,515,052 12.07 1,588,521 1.6 1.3

43,877 SIERRA BANCORP 
COM

12.53 549,926 16.38 718,705 0.7 2.4

78,524 STONECASTLE FINL 
CORP COM

23.41 1,838,620 17.75 1,393,801 1.4 11.3

101,081 TRICO 
BANCSHARES COM

21.79 2,202,864 23.32 2,357,209 2.4 1.9

50,262 UNITED CMNTY 
BANCORP I COM

9.95 500,187 12.70 638,327 0.6 1.9

217,546 UNITED FINL 
BANCORP COM

11.89 2,586,792 12.75 2,773,712 2.8 3.8

87,205 UNIVEST CORP PA 
COM

19.37 1,689,297 19.51 1,701,370 1.7 4.1

40,737,571 43,741,386 44.2 2.8

Information Technology
85,372 BLACK BOX CORP 22.20 1,894,938 19.90 1,698,903 1.7 2.0

174,859 COHU INC 12.17 2,128,241 10.47 1,830,774 1.9 2.3
84,400 COMMUNICATIONS 

SYS INC COM
10.95 924,070 11.26 949,922 1.0 5.7

120,674 MICREL INC COM 11.67 1,407,861 13.60 1,641,166 1.7 1.5
13,420 PARK 

ELECTROCHEMICAL
21.00 281,807 21.72 291,482 0.3 1.8

6,636,915 6,412,247 6.5 2.5

Utilities
41,315 ARTESIAN RES 

CORP CL A
22.43 926,711 21.54 889,925 0.9 4.0

17,399 CONN WTR SVC INC 31.27 544,028 36.00 626,364 0.6 2.9
1,470,739 1,516,289 1.5 3.6

U.S. Common Stock Total 95,007,449 94,623,627 95.7 2.7

TOTAL PORTFOLIO 99,236,983 98,853,160 100.0 2.6
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DePrince, Race & Zollo, Inc. 
MICRO CAP VALUE COMPOSITE 

September 30, 1997 through March 31, 2015 
 

Year 
Gross 

Return(%) 
Net 

Return(%) 
Index 

Return(%) 

Composite 
 3- Year 

Annualized 
Standard 
Deviation 

Index 
 3- Year 

Annualized 
Standard 
Deviation 

 
Number of 
Portfolios 

Composite 
Dispersion(%) 

Total 
Composite 

Assets 
($millions) 

Percentage of 
Firm Assets 

12/31/14-
03/31/15 (2.23) (2.54) 1.19 13.67% 13.42% 10 0.01 414 5.41% 

2014 (0.55) (1.78) 3.15 13.57% 13.41% 11 0.06 451 5.72% 
2013 30.78 29.19 41.17 15.52% 16.46% 13 0.06 586 6.88% 
2012 14.89 13.48 22.81 19.26% 21.32% 16 0.03 458 6.76% 
2011 (4.43) (5.62) (10.33) 25.31% 26.05% 18 0.11 472 7.17% 
2010 28.34  26.77  28.35   13 0.18 345 5.92% 
2009 34.19  32.67  17.52   7 N/A 140 2.87% 
2008 (27.77) (28.51) (34.93)   7 N/A 87 2.79% 
2007 (3.07) (4.04) (13.13)   8 N/A 133 2.58% 
2006 29.77 28.51 23.48   ≤5 N/A 117 2.18% 
2005 1.87  0.86  4.71   6 N/A 93 1.89% 
2004 28.08  26.83  22.25   ≤5 N/A 68 1.50% 
2003 34.21  32.90  46.03   ≤5 N/A 76 2.25% 
2002 (5.80) (6.74) (11.43)   ≤5 N/A 97 4.69% 
2001 26.17  24.93  14.02   ≤5 N/A 72 3.99% 
2000 26.21  24.98  22.83   ≤5 N/A 16 0.89% 
1999 10.44  9.34  (1.49)   ≤5 N/A 16 0.92% 
1998 (9.18) (10.09) (6.45)   ≤5 N/A 13 0.59% 

09/30/97-
12/31/97 1.94  1.69  1.68   ≤5 N/A 3 0.13% 

 
DePrince, Race & Zollo, Inc. has presented this report in compliance with the Global Investment Performance Standards (GIPS®).   
 
1. DePrince, Race & Zollo Inc. (DRZ) is an independent investment management firm, founded in 1995, that manages equity portfolios primarily for 

U.S. institutional clients.  
2. DRZ claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with 

the GIPS standards. DRZ has been independently verified for the periods March 31, 1995 through December 31, 2013 by The Spaulding Group. The 
verification report is available upon request. Verification assesses whether (1) the firm has complied with all the composite construction 
requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. 

3. Accounts that experience cash flows of 10% or more will be temporary removed from the composite for one month. Additional information 
regarding the firm’s policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request. 

4. The composite invests in U.S. stocks, ADRs, and foreign domiciled stocks traded in US dollars on the major US exchanges that generally have the 
following characteristics; a dividend yield generally above 1% and a market capitalization that does not exceed the largest market capitalization in 
the Russell Micro-Cap Value Index.   

5. Past performance is not indicative of future results.  The actual return and value of an account will fluctuate and at any point could be worth more or 
less than the amount invested.  Individual account performance will vary according to individual client investment objectives. 

6. The benchmark is the Russell Microcap Value Index which measures the performance of the microcap value segment of the U.S. Equity market. It 
includes those Russell Microcap Index companies with lower price-to-book ratios and lower forecasted growth values. This index is utilized to 
allow for comparison of the strategy’s performance to that of well-known and widely recognized index. Prior to January 2007 the composite was 
measured against the Russell 2000 Value index, which was changed to more accurately represent the composite strategy. 

7. Total time-weighted rates of return are expressed in US dollars.  Computations include the reinvestment of all dividends and capital gains.  For 
investments in ADRs and foreign domiciled companies, dividends are included net of any withholding taxes. 

8. The composite was created in October 1997.  DRZ’s list of composite descriptions is available upon request. This composite requires a minimum 
asset level of $1,000,000 (one million dollars) for inclusion. 

9. Net performance returns are calculated by deducting the highest investment advisory fee.     
10. DRZ’s standard fee schedule for Micro Cap Value is 1.25% on all amounts. 
11. Internal dispersion is calculated using the equal-weighted standard deviation of annual gross returns of those portfolios that were included in the 

composite for the entire year; it is not presented for periods with 5 or fewer portfolios. The three-year annualized ex-post standard deviation 
measures the variability of the composite and the benchmark returns over the preceding 36 months period. The three-year ex-post standard deviation 
is not required for periods prior to 2011.  

12. All information contained in this document is provided for informational purposes only and should not be deemed as a recommendation to buy the 
securities mentioned.  The securities highlighted in this document, if any, represent recent holdings.  Each quarter, DRZ uses the same objective, 
non-performance based criteria to select these securities. It should not be assumed that recommendations made in the future will be profitable or will 
equal the performance of the securities discussed in this report. 

13. If clients are listed in this document, it is not known they approve or disapprove of DRZ or the advisory services it provides.  If included, the 
representative clients listed in this document are a cross section of current accounts that may or may not maintain similar investment objectives as 
those expressed by DRZ’s prospective clients.  This list may include accounts that are not invested in the investment strategy described in this 
document. 
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May 04, 2015 

 

Mr. Gary Bader 

Chief Investment Officer 

Department of Revenue, Treasury Division 

Alaska Retirement Management Board 

P.O. Box 110405 

Juneau, AK 99811-0405 

Subject: Actuarial Review of June 30, 2014 valuations for the State of Alaska Public 

Employees’ Retirement System (PERS) and Teachers’ Retirement System (TRS). 

Dear Gary: 

We have performed an actuarial review of the June 30, 2014 Actuarial Valuations for PERS and TRS. 

 

This report includes a review of: 

 Pension Assumptions and Benefits 

 Health Care Cost Assumptions  

 Actuarial Valuation Methods and Procedures 

 Contribution Rate Determination 

 Actuarial Valuation Report 

 Potential Areas for Future Review  

 

A major part of the review is a thorough analysis of the test lives provided by Buck Consultants. The 

report includes exhibits which summarize the detailed analysis of these sample test cases for PERS and 

TRS, as well as a comparison of the results between Buck Consultants and GRS.  We wish to thank the 

staff of the State of Alaska Treasury Division and Buck Consultants without whose willing cooperation 

this review could not have been completed. 

 

Sincerely, 

 

Gabriel, Roeder, Smith & Company 

 

 

 

Leslie L. Thompson, FSA, FCA, EA, MAAA Dana Woolfrey, FSA, FCA, EA, MAAA 

Senior Consultant     Consultant  

 

 

 
 

Diane L. Hunt, FSA, FCA, EA, MAAA 

Consultant 

cc: Ms. Judy Hall 
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EXECUTIVE SUMMARY 
 

Gabriel, Roeder, Smith & Co. was engaged by the Alaska Retirement Management Board (ARMB) 

to review the June 30, 2014 Actuarial Valuation of the State of Alaska Public Employees’ 

Retirement System (PERS) and Teachers’ Retirement System (TRS). 

 

This report presents our findings in the following areas: 

 

 General Approach 

 Pension Assumptions and Benefits 

 Health Care Cost Assumptions 

 Actuarial Valuation Methods and Procedures 

 Contribution Rate Determination 

 Actuarial Valuation Report 

 Potential Areas for Future Review  

 Summary and Conclusions 

 

In general, we found that the Buck’s actuarial results and reports were reasonable and find the 

assumptions consistent with generally accepted actuarial practice. 

 

We do recommend that the retained actuary update the application of the actuarial cost method to 

align the calculation of the projected compensation and the total present value of plan benefits so 

that the normal cost rate reflects the most appropriate allocation of plan costs over future 

compensation. 

  

K E Y  F I N D I N G S  F R O M  T H E  A U D I T  O F  T H E  J U N E  3 0 ,  2 0 1 4  V A L U A T I O N S  

 

The primary finding from the audit of the June 30, 2014 actuarial valuations relates to the 

application of the actuarial cost method.  Although GRS is able to closely replicate the total 

projected benefits for the sample lives that were reviewed, GRS would use a different methodology 

to subsequently assign these projected costs to the accrued liability and normal costs. 

 

As a part of the annual audit, we take a historical look at the gains and losses on the accrued 

liability.  Gains and losses may measure “how closely” experience matches the actuarial 

assumption.  Recurring gains or losses may indicate an assumption that is not meeting the actual 

experience for this population.  Retirement and termination continue to be a source of losses for 

PERS year after year.  On TRS, termination continues to be a source of losses year after year.  We 

will review next year’s gains and losses to see whether the new assumptions have decreased the 

losses.  For both plans, rehires are a source of loss.  We recommend setting an explicit assumption 

for rehire liability.   
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PERS Historical Pension Gains and (Losses) by Source 
 

Source 2014 

Valuation 

2013 

Valuation 

2012 

Valuation 

2011 

Valuation 

2010 

Valuation 

2009 

Valuation 

Retirement (14,713) (14,528) $(2,103) $(8,116) $3,730 $(6,440) 

Termination (23,435) (23,716) (19,932) (39,980)  (33,532) (20,118) 

Mortality (3,129) (7,403) 8,809 (2,020) (17,350) (23,756) 

Disability (1,163) 15 224 177 (1,837) (60) 

Rehires (29,681) (23,427) (24,172) (25,953)   

Other 23,781 (19,679) 10,356 (42,015) (28,765) (22,113) 

Salary 36,677 (10,070) (25,024) (13,845) 4,617 (20,132) 

COLA and PRPA 3,048 42,579 8,995 39,219 86,479 (19,481) 

Total $(8,615) $(56,229) $(42,847) $(92,533) $13,342 $(112,100) 

 

TRS Historical Pension Gains and (Losses) by Source 
 

Source 2014 

Valuation 

2013 

Valuation 

2012 

Valuation 

2011 

Valuation 

2010 

Valuation 

2009 

Valuation 

Retirement $4,456 $3,268 $6,990  $3,809  $7,922  $8,298  

Termination (17047) (11,010) (11,029)  (14,197)  (9,763) (10,182) 

Mortality (5,927) (3,833) 4,375 (5,625) (17,413) (17,693) 

Disability (347) (696) (850) (974) (556) (428) 

Rehires (11,674) (11,100) (8,174) (14,236)   

Other 10,945 (29,965) (12,877) 8,225 (20,959) (16,262) 

Salary 30,302 23,829 9,947 8,514 (35,479) (12,153) 

COLA and PRPA (3,681) 28,399 632 26,347 58,823  (16,355) 

Total $7,027 $(1,108) ($10,986) $11,863 ($17,425) ($64,775) 
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PERS Historical Healthcare Gains and (Losses) by Source 
 

Source 2014 Valuation 2013 Valuation 2012 Valuation 2011 Valuation 

Retirement $(16,221) $(34,739) $15,150 $38,051 

Termination (3,541) 775 (8,950) (801) 

Mortality 3,600 (145) 16,677 7,197 

Disability (2,680) (2,460) (1,431) (951) 

Rehires (14,325) (11,840) (21,194) (24,647) 

Other 56,638 (3,656) 74,109 (28,778) 

Medical Claims 279,808 215,974 508,005 107,501 

Methodology    291,475 

Total $303,279 $163,909 $582,366 $389,047 

 

TRS Historical Healthcare Gains and (Losses) by Source 
 

Source 2014 Valuation 2013 Valuation 2012 Valuation 2011 Valuation 

Retirement $3,389 $6,694 $10,429 $13,839 

Termination (8,171) (5,549) (6,345) (5,629) 

Mortality (371) (1,738) 1,815 531 

Disability (290) (207) (492) (567) 

Rehires (2,333) (4,161) (3,151) (5,570) 

Other 16,232 (2,518) 20,386 (14,040) 

Medical Claims 128,195 (90,606) 180,457 47,990 

Methodology    24,904 

Total $136,651 $83,127 $203,099 $61,458 

 

Because the assumptions were updated effective June 30, 2014, the gains and losses for fiscal year 

2014 are essentially “lame duck” gains and losses.  Although they highlight the need for a new 

assumption set, they do not help us measure the effectiveness of the new assumptions.  We will 

resume our discussions of gains and losses starting with the June 30, 2015 valuations.  In particular, 

we will be looking to see that pension termination and PERS retirement losses are reduced. 

 

T E S T  L I F E  O B S E R V A T I O N S  

 

We verified that with one minor exception (percent of benefits paid as a lump sum for active 

member deaths for TRS), the new assumption set was incorporated correctly.   
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GRS has two ongoing concerns which did not apply to any test lives this year.  We will request test 

lives specifically to address this concern next year.  These two issues were raised in the audit of the 

June 30, 2012 valuations and it is our understanding that these are not yet resolved.   

 Retirement benefits – due to averaging benefits determined at beginning and end of year, 

rather than determining the benefits at middle of year, early retirement factors are being 

applied in some instances where the member is eligible for an unreduced benefit. This has 

the impact of valuing too low of a benefit for some members.  

 Healthcare participation and eligibility for employer paid coverage prior to age 60 – in 

cases where a member becomes eligible for employer-paid premiums prior to age 60 by 

meeting the service requirement, participation is not calculated correctly in the first year of 

eligibility for the employer-paid premiums. 

 

S U M M A R Y  O F  T E S T  L I F E  R E V I E W  

 

We have included as a part of this report a detailed test life results summary.   

 

 We matched the present value of benefits closely in total on all testlives submitted.  We have 

included exhibits in Section 4 of the report which summarize the differences in calculations 

by decrement for the test lives analyzed.  Differences between actuarial firms will always 

occur due to system differences and other nuances in the calculations.   

 Although GRS is able to closely replicate the total projected benefits for the sample lives 

that were reviewed, GRS would use a different methodology to subsequently assign these 

projected costs to the accrued liability and normal costs. 

 The actuarial basis (the assumptions and methods) used for the funding of the plan lies 

within the range of reasonableness, with the exception that we recommend changes as noted 

above. 

Issue GRS Recommendations        Plan
Buck 

Updated?
Buck Comments

1. Present value of future benefits are 

evaluated at middle of year.  

Present value of future salary used 

to determine accrued liabilities and 

normal costs should also be 

evaluated at middle of year.

TRS, 

PERS

O

2. Lump sum assumption was 

updated as part of experience 

study.  Update was applied to 

termination decrement but not 

death decrement.

TRS O

Newly identified issues which are considered to have potential non-trivial impact:

Application of Cost Method

Newly identified issues which are considered to have trivial impact:

Application of Lump Sum 

Assumption
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Issue GRS Recommendations        Plan
Buck 

Updated?
Buck Comments

1. Due to averaging of beginning of 

year and end of year statistics, 

applying early retirement reduction 

where  none is needed in first year 

of eligibility based on 20 years of 

service.  This understates 

liabilities.

TRS, 

PERS

O The Buck valuation 

system does not allow for 

this.  Does not believe 

their methodology 

introduces any bias.

2. Averaging beginning of year and 

end of year participation 

assumption.  Should use 

participation assumption based on 

middle of year eligibility.  Biggest 

issue for retiree contributions.  

This understates liabilities.

TRS, 

PERS

O The Buck valuation 

system does not allow for 

this.  Believe de 

minimus.

Issue GRS Recommendations        Plan
Buck 

Updated?
Buck Comments

3. Eligibility for post-retirement 

benefit adjustments is based on the 

retiree age rather than the 

surviving spouse age.

TRS, 

PERS

O System limitations 

prevent this change.  

4. Assumption ceases at early 

retirement although disability 

benefit may be more valuable.

PERS O Buck indicates this 

assumption is included in 

the experience study 

report.

Occupational disability rates 

during retirement eligibility

Outstanding issues which are considered to have potential non-trivial impact:

Outstanding issues which are considered to have de minimus impact.

Early retirement reduction

Post-retirement Health 

Election Percentage

Postretirement benefit 

adjustments for survivors
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GENERAL APPROACH 
 

Gabriel, Roeder, Smith & Co. was charged with reviewing the actuarial assumptions of the 

pension and health care provisions of the actuarial valuations of TRS and PERS. 

 

We requested a number of items from Buck Consultants in order to perform the actuarial review 

and health cost assumption review: 

1. We received the draft reports on March 19, 2015 for the regular Defined Benefit 

Plans and on April 2, 2015 for the Defined Contribution Retirement Plans.  In 

December of 2014, we received valuation data for pension and healthcare for both 

plans, and we received the pension and healthcare test lives for PERS and TRS. 

In performing our review, we: 

1. Reviewed actuarial assumptions – we checked to see if they were consistent, 

comprehensive, and appeared reasonable.   

2. Reviewed the actuarial valuation reports as of June 30, 2014 for completeness, 

GASB compliance and a review of financial determinations. 

3. Reviewed, in detail, the sample members provided us – This provided us with a 

perspective on the actuarial process utilized by Buck with respect to the plan and 

allowed us to review the valuation methods and procedures. 

4. Reviewed the health cost assumptions and trend. 

5. Identified areas for future more detailed review. 

 

K E Y  A C T U A R I A L  C O N C E P T S  
 

An actuarial valuation is a detailed statistical simulation of the future operation of a retirement 

system using the set of actuarial assumptions adopted by the Board.  It is designed to simulate all 

of the dynamics of such a system for each current system member including: 

1. Earning future service and making contributions, 

2. Receiving changes in compensation, 

3. Leaving the system through job change, disablement, death, or retirement, and 

4. Determination of and payment of benefits from the System. 

 

This simulated dynamic is applied to each active member of the System.  It results in a set of 

expected future benefit payments to that member.  Bringing those expected payments to present 

value, at the assumed rate of investment return, produces the Actuarial Present Value (“APV”) of 

future benefits for that member.  In like manner, an APV of future salaries is determined. 
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The APV of future benefits and the APV of future salaries for the entire System are the total of 

these values across all members.  The remainder of the actuarial valuation process depends upon 

these building blocks. 

 

Once the basic results are derived, an actuarial method is applied in order to develop information 

on contribution levels and funding status.  An actuarial method splits the APV of future benefits 

into two components: 

1. APV of Future Normal Costs, and 

2. Actuarial Accrued Liability (“AAL”). 

 

The actuarial method in use by the State of Alaska is known as the Entry Age Normal (EAN) 

method.  Under EAN, the Normal Cost for a member is that portion of the Actuarial Present 

Value of the increase in the value of that member’s benefit for service during the upcoming year.  

The AAL is the difference between the total APV and the present value of all future normal costs. 

 

For TRS and PERS, the APV of future benefits applies to the following benefits: 

 Retirement benefits 

 Withdrawal benefits 

 Disability benefits 

 Death benefits 

 Return of contributions 

 Medical benefits 

 Indebtedness (from contributions which might be redeposited) 

 

The medical benefits are based on potential future health care benefits, while the others are a 

type of post-employment income replacement benefit, based on salary. For the medical benefits, 

estimates must be made of the future health care costs. This is done by determining current per 

capita health care claim costs by age of retiree, and projecting them into the future based on 

anticipated future health care inflation. 

 

DRAFT



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SECTION 3  

R EV IEW O F  A S S U MP TIO N S   

 

 DRAFT



Alaska Retirement Management Board Section 3 
  

 

 11 

REVIEW OF PENSION ASSUMPTIONS  

 

Buck released an experience study in 2014 and the Board approved a new assumption set to be 

used beginning with the actuarial valuation as of June 30, 2014.   

 

E C O N O M I C  A S S U M P T I O N S  

 

General 

 

These assumptions simulate the impact of economic forces on the amounts and values of future 

benefits.  Key economic assumptions are the assumed rate of investment return and assumed 

rates of future salary increase. 

 

Economic assumptions are normally defined by an underlying inflation assumption.  Buck has 

cited 3.12% as its inflation assumption. In recent years, long-term inflation forecasts have been 

declining.  With the decline, the 3.12% inflation assumption is now at the higher end of the 

generally accepted range.  Many of our clients at 3.00% inflation are choosing to move down to 

2.75%, and it is rare that we see an assumption above 3.00%. 

Investment Return Assumption 

 

The nominal investment return assumption is 8.00%. The assumption is net of all investment and 

administrative expenses.  A net investment return rate of 8.00% per annum is a commonly used 

assumption by many large public employee retirement systems.  Combined with the 3.12% 

inflation assumption, this yields a 4.88% real net rate of return.   

 

Although Buck’s analysis supported an 8.00% return, this analysis did not seem in line with what 

we have seen from our capital market assumption modeler as well as models from other 

actuaries.  Our capital market assumption modeler showed that 8.00% could be supported, but 

would be at the higher end of the supportable range. 

 

Member Pay Increase Assumption 

 

In sophisticated actuarial models, assumed rates of pay increase are often constructed as the total 

of several components: 
 

Base salary increases -- base pay increases that include price inflation and general 

“standard of living” or productivity increases. 
 

An allowance for Merit, Promotion, and Longevity – This portion of the assumption is not 

related to inflation. 

In the context of a typical pay grid, pay levels are set out for various employment grades with 

step increases for longevity: 
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The base salary increase assumption reflects overall growth in the entire grid, and the 

Merit, Promotion, and Longevity pay increase assumption reflects movement of members 

through the grid, both step increases and promotional increases. 

Base Salary Increase Assumption  

 

The Base Salary Increase Assumption (also known as the wage inflation assumption) is 3.62%.  

The 3.62% is comprised of 3.12% for general inflation and 0.5% for productivity increases.   

 

Merit, Promotion, and Longevity Pay Increase Assumption 

 

As described above, the Merit, Promotion, and Longevity pay increase assumption represents 

pay increases due to movement through the pay grid.  This is based on longevity and job 

performance.  In most models, it is recognized that step increases and promotions are very rare 

late in careers.  Thus, this allowance should trail away from relatively high levels for young or 

short service members to virtually nothing late in careers.  We would expect that, as members 

approach retirement, this component would fade away.  

 

The assumptions used by Buck are reasonable.  

 

We would also offer that the manner in which pays change over time for teachers in comparison 

to public employees tends to differ. Since most teachers have a specific skill set, the approach to 

their compensation tends to follow a more consistent trend. Public Employees however (except 

for Peace officers and Firefighters) tend to represent a multitude of different skills – from a more 

generalized, labor intensive capacity (e.g., custodial) to more specialized training (ex. 

Accounting).  

 

D E M O G R A P H I C  A S S U M P T I O N S  

 

The newly adopted demographic assumptions appear reasonable.  The new assumption set 

includes a static mortality table which, although reasonable, may not be best practice.  This static 

mortality table is based on a standard mortality table projected to 2018.  Although projecting to 

2018 does provide some provision for increasing life expectancies, it will likely be necessary to 

include additional improvement to life expectancies at the next experience study.  Some plans are 

choosing to adopt generational mortality tables which automatically incorporate improvement in 

life expectancies – a retiree aged 55 in 2016 will live slightly longer than a retiree aged 55 in 

2015, etc.   

 

It was noted as part of our review of the experience study that the cost impact from the 

retirement assumption changes showed a cost savings for PERS, while there has been a historical 

pattern of losses for this assumption.  We will be particularly monitoring the retirement gains and 

losses for PERS in future valuations. 
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S U M M A R Y  

 

The set of actuarial assumptions appear to be reasonable.  
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REVIEW OF HEALTH CARE COST ASSUMPTIONS 

 
G E N E R A L  

 

A separate report is being issued regarding the evaluation of health care claims costs.  In this 

report we simply evaluate the trend of health care claims costs and its impact on plan liabilities.  

 

Claims Cost and Medicare Offset 

 

We analyzed the trend in the per capita claim costs over the last seven years: 

 

2008 2009 2010 2011 2012 2013 2014 2015

Medical: Pre-Medicare 7,196 7,670 7,503 8,606 9,497 9,856 11,125 12,362

Medical: Medicare A&B only 1,151 1,296 1,336 1,563 1,551 1,628 1,726 1,657

Medical: Medicare B only 2,805 3,384 4,754 6,654 6,936 6,219 6,676 7,920

Rx 2,173 2,379 2,419 2,600 2,799 2,736 2,621 2,624

08-09 09-10 10-11 11-12 12-13 13-14 14-15 Avg.

Medical: Pre-Medicare 6.6% -2.2% 14.7% 10.4% 3.8% 12.9% 11.1% 8.0%

Medical: Medicare A&B only 12.6% 3.1% 17.0% -0.8% 5.0% 6.0% -4.0% 5.3%

Medical: Medicare B only 20.6% 40.5% 40.0% 4.2% -10.3% 7.3% 18.6% 16.0%

Rx 9.5% 1.7% 7.5% 7.7% -2.3% -4.2% 0.1% 2.7%

Gain/

Loss

Medical: Pre-Medicare Loss

Medical: Medicare A&B only Gain

Medical: Medicare B only Loss

Rx Gain

Age 65 Per Capitas for Fiscal Year Ending

Trend

6.4%

6.4%

6.3%

Trend

14-15 Assumed

8.7%11.1%

-4.0%

18.6%

0.1%

14-15 Actual

 

 

The Medicare A&B Only and Rx gains were enough to create an overall gain on 

Postemployment Healthcare Liabilities.   
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Method and Contributions  

 Nothing to recommend 

 

Assumptions 

 Trend assumptions were changed this year.  The primary change was an increase to the 

near term pre-65 medical trend rates.  These initial rates are higher than most rates we are 

currently seeing used, but may be appropriate for Alaska-specific medical costs.  In 

addition to the pre-65 medical change, the ultimate rates for post-65 medical and 

prescription were reduced from 4.5% to 4.0%. 

 We expected that the participation assumption would be studied as part of the experience 

study; however no recommendation for change was made and we did not see evidence 

that it was studied. 

 

Cadillac Tax 

 

 For medical plans deemed “rich” under PPACA, an additional tax is to be levied on those 

benefits.  This tax is commonly referred to as the “Cadillac tax”.  Buck indicates that the 

Cadillac Tax will affect the plan sufficiently far in the future to produce a minimal impact 

to valuation results.  The following table shows the PPACA limits for 2018.   Based on 

the Weighted Average 7/1/2013-6/30/2014 Incurred Claims Cost Rates of $8,342 (shown 

on page 88 of PERS report and 74 of TRS report) and the trend assumptions for 2015 – 

2018, it is likely that the Alaska retiree plan will have an average value of around $10,000 

per year per member in 2018.  With trend rates affecting the Alaska retiree plan which are 

higher than those used to index the 2018 PPACA Limits (shown below), it seems likely 

that the plan will start to hit the threshold within the next ten to 15 years, and a Cadillac 

tax may be assessed.  

 

2018 PPACA Limit Single Two 

Person 

Family 

Retirees 55 to 64 $11,850 $30,950 $30,950 

Retiree 65+ $10,200 $27,500 $27,500 

 

We conclude that it may be necessary to provide further documentation on the projections 

of the potential for a Cadillac tax.  For most plans, the issue is not whether there is a 

Cadillac tax, but rather when there will be a Cadillac tax. 
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REVIEW OF ACTUARIAL VALUATION METHODS 
AND PROCEDURES 

 

I. Background 

 

An actuarial valuation is a detailed statistical simulation of the future operation of a 

retirement system using the set of actuarial assumptions adopted by the Board.   

 

The actuarial values generated from this process are based not only on these assumptions, 

but also on the additional assumptions built into each actuarial firm’s pension valuation 

software.   

 

Our scope for performing the review did not include a complete replication of the 

valuation results as determined by Buck Consultants at June 30, 2014. Rather, we 

reviewed a number of sample test lives from Buck in great detail, and made our 

determinations as to whether the methods and assumptions being employed were being 

done so properly.  We also reviewed the report in order to examine the aggregate results 

and conclusions of this actuarial valuation. 

 

Though this approach is not intended to meet the rigors of a full scale replication of 

results – it still serves as a strong indicator of the appropriateness of the assumptions and 

methods being used to value the liabilities and determine the costs for these plans. 

 

II. Process: 

 
Our review process can be summarized as follows: 

 

Computation: Valuation Liabilities 

 

We analyzed test cases to compare the Actuarial Liability under the EAN funding method 

for the test cases of the PERS and TRS Systems. As a starting point, we wanted to first 

replicate Buck’s test case liabilities by using their assumptions and methods to ensure that 

the computations were in sync with the descriptions listed in the valuation report.  

 

When conducting an actuarial audit, and reviewing the testlives, we look at the projected 

benefits at each age for each decrement type.  We also look at the component of the 

benefit (final average earnings and years of service).  This is critical to understanding 

what the valuation system is actually valuing and making sure that the valuation is not 

“right for the wrong reasons”, (meaning, errors could occur in two different directions 

making total liabilities approximate a correct value.) 
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We also review the construction of the commutation functions- the varying probabilities 

for each decrement and the discounting to the valuation date. 

III. Actuarial Method: 

 

Findings: 

 

An actuarial cost method is a mathematical process for allocating the dollar amount of the 

total present value of plan benefits (TPV) between future normal costs and actuarial 

accrued liability (AAL). The retained actuary uses the Entry Age Normal actuarial cost 

method (EAN Method), characterized by: 

 

(1) Normal Cost – the level percent of payroll contribution, paid from each participant’s 

date of hire to date of retirement, which will accumulate enough assets at retirement 

to fund the participant’s projected benefits from retirement to death. 

(2) Actuarial Accrued Liability – the assets which would have accumulated to date had 

contributions been made at the level of the normal cost since the date of the first 

benefit accrual, if all actuarial assumptions had been exactly realized, and there had 

been no benefit changes. 

 

The EAN Method is the most prevalent funding method in the public sector. It is 

appropriate for the public sector because it produces costs that remain stable as a 

percentage of payroll over time, resulting in intergenerational equity for taxpayers. The 

recent Public Fund Survey, published in January 2015, surveyed 126 retirement systems 

(mostly statewide). Over 75% of the plans reported using the EAN Method. Therefore, 

the retained actuary’s stated methods for allocating the liabilities of TRS and PERS are 

certainly in line with national trends. 

 

Application of Cost Method 

 

In order to determine the normal cost as a level percentage of pay, the valuation must first 

determine the future compensation that each individual member is expected to receive 

over the course of their career (which is also the compensation that the plan will receive 

contributions on). The calculation of this projected compensation should be determined in 

the same manner as the TPV. Specifically, the projection of the future compensation 

should be based on the salary that the participant is expected to receive according to the 

timing of the expected departures from active service (or, decrements). 

 

Based on the sample test lives we reviewed, the TPV was developed assuming that 

participants leave active service (retirement, disability, withdrawal or death) in the middle 

of the year (i.e., receive a half- year of pay and service) in the year the member is 

expected to decrement. However, the future compensation was developed assuming 
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members leave active service at the end of the year (i.e., receive a full year of pay) in the 

year the member is expected to decrement. 

 

This difference in decrement timing creates a disconnect between the TPV and future 

compensation that can overstate the future compensation and thus understates the normal 

cost as a rate of pay. In other words, the cost of plan benefits (i.e., TPV) was allocated 

across more projected compensation than the member will actually to receive.  

 

Thus, every time an individual terminates or retires, the actual trust fund had received 

less in contributions than the valuation process anticipated, and this creates an actuarial 

loss.  This disconnect occurs for each individual, and there are no offsetting source of 

gains. Thus, this disconnect means the system is receiving less contribution to eliminate 

the unfunded liability than is currently anticipated by the actuarial valuation.   

 

Since the scope of the actuarial audit only included the review of a sample of individual 

member calculations, we cannot comment on the impact that this proposed procedure 

would have on TRS and PERS in total. However, the following table illustrates the 

impact of the proposed enhancement to the actuarial cost method on the sample of 

members that we reviewed as part of the actuarial audit. 

 

Accrued 

Liability

Normal Cost 

($)

Normal Cost 

(Rate)

Accrued 

Liability

Normal Cost 

($)

Normal Cost 

(Rate)

Test Case 1 - TRS $633,908 $560,954 $10,137 10.6% $559,291 $11,369 11.9%

Test Case 2 - TRS 824,314 767,285 14,365 12.9% 770,892 15,731 14.1%

Test Case 3 - TRS 215,925 114,532 9,072 12.0% 112,447 9,917 13.1%

Test Case 4 - PERS 376,663 255,828 11,337 10.7% 253,653 12,421 11.8%

Test Case 5 - PERS 1,049,493 1,011,376 10,735 9.0% 978,415 12,121 10.2%

Test Case 6 - PERS 481,375 360,791 13,454 14.1% 361,738 14,492 15.2%

Current Valuation Procedure Proposed Valuation ProcedureTotal Present 

Value (TPV) of 

Benefits

 

It should be noted that the results presented for the “Proposed Valuation Procedure” only 

reflect the change in the actuarial cost method and do not reflect any of the other 

proposed enhancements noted in this report. 

 

It is important that the normal cost rate be calculated in the most appropriate manner so 

that all stakeholders understand the cost of the benefits for current plan members.  In 

addition, it is important that Annual Required Contribution does not shift costs to future 

hires beyond that which is already understood and accounted for.  

 

Conclusion: 
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The EAN method is the most commonly used method in the public sector.  The EAN 

method tends to produce the most stable costs- a tool widely appreciated for its budgeting 

purposes. 

 

We recommend that the retained actuary update the application of the actuarial cost 

method to align the calculation of the projected compensation and the TPV so that the 

normal cost rate reflects the most appropriate allocation of plan costs over future 

compensation. 

 

The level percent of pay method for both amortization of the unfunded accrued liability 

and the normal cost are both appropriate as a funding policy, considering that the payroll 

is not closed (as promulgated under SB 123.)  For GASB reporting purposes (as opposed 

to funding purposes), a different set of numbers may need to be disclosed to account for 

the closed nature of the group.   

 

Additionally, to account for the Part D subsidy in the retiree medical plan, a different set 

of numbers may need to be disclosed for GASB reporting purposes (again, as opposed to 

funding purposes).  The report also recognizes that a different discount rate will need to 

be utilized for the GASB numbers for the retiree medical liabilities, in order to recognize 

the partially funded nature of that plan. 

 

 

IV. Actuarial Calculations: 

  

B A C K G R O U N D  

 

We reviewed sample test cases used for the June 30, 2014 valuation draft reports. In order 

to accomplish this, we requested a number of sample cases from Buck with intermediate 

statistics to assist us in analyzing the results. We combined this with our understanding of 

the plan provisions in an attempt to analyze the liability values produced by Buck for 

these sample cases only.  

 

We received sample test cases this year for the following sample members:  

 PERS (Pension and Post-retirement Health): Three actives, four retirees, one 

vested termination and one beneficiary 

 TRS (Pension and Post-retirement Health): Three actives, two retirees, one vested 

termination and one beneficiary 

 

Note that the active test lives analyzed are not necessarily exposed to all of the possible 

benefits under the plans (i.e. already beyond the eligibility period for certain benefits, or 

not eligible for particular benefits).  Therefore, findings may occur for these other 

benefits in future audits depending on the set of test lives chosen for review at that time.  
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However, the vast majority of the liability for each plan is due to the retirement benefits 

(included for all active test lives), and retirement-related withdrawal benefits (one active 

testlife included per plan), so any future findings are also expected to be de minimus.  

Also, the impact for any one test life may not be representative of the impact on the total 

plan. 

 

When employing Buck’s methods and assumptions, we matched the present value of 

benefits  in total closely for the test cases submitted under the Pension plans for PERS 

and TRS, and present value of retirement benefits under the PERS Retiree Health plan.  

In addition we have analyzed the calculations of the ancillary benefits and have provided 

a summary of this detailed analysis at the end of this section.  These exhibits provide a 

comparison of the calculations by decrement provided to us from Buck against our 

replication of those benefits as we interpret them from the plan provisions and 

assumptions.   

 

In matching the present value of benefits, it is being determined that all benefits are being 

valued, and that the valuation of the liability for those benefits is consistent with the 

stated assumptions and methods.  

 

F I N D I N G S  -  A S S U M P T I O N S  

 

In the review of the test lives as well as the report we confirmed that the assumptions 

shown in the report were the assumptions used in the PERS and TRS valuations with one 

minor exception.  Vested members who terminate prior to retirement eligibility can either 

withdraw their contribution balance or receive a deferred annuity.  As part of the 

experience study, the assumption regarding the portion that withdraw their balance was 

changed from 10% to 5% for TRS.  This change was applied correctly to the termination 

decrements.  However, this assumption change was not made for death decrements and 

the 10% is still applying.  We expect that this change would have minimal impact to the 

overall June 30, 2014 results and recommend that it be updated for the actuarial valuation 

as of June 30, 2015. 

 

F I N D I N G S  F R O M  J U N E  3 0 ,  2 0 1 4  T E S T  L I F E  A U D I T  –   

O U T S T A N D I N G  I S S U E S  I D E N T I F I E D  W H I C H  A R E  C L A S S I F I E D  A S  

P O T E N T I A L L Y  N O N - T R I V I A L  

 

There were two issues identified in the June 30, 2013 audit which are still likely 

outstanding; however, they did not impact any of the test lives chosen this year. The two 

outstanding issues involve the early retirement factors, and the retiree medical 

contributions.  Test lives will be chosen next year to specifically identify whether these 

issues persist. 
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Q U A N T I TAT I V E  R E S U LT S  
 

When performing the replication, we were able to match the total present value of future benefits 

all test cases (active and inactive, PERS and TRS, pension and healthcare) to within 2.2%.  This 

would be considered as an overall match for purposes of the valuation. 
 

GRS Buck % Diff

TRS Active Test Case 1 - Tier 2 632,755     633,908    -0.2%

TRS Active Test Case 2 - Tier 1 827,448     824,314    0.4%

TRS Active Test Case 3 - Tier 2 215,609     215,924    -0.1%

PERS Active Test Case 1 - Other Tier 3 378,111     376,663    0.4%

PERS Active Test Case 2 - Other Tier 1 1,053,712  1,049,494 0.4%

PERS Active Test Case 3 - P/F Tier 3 482,035     481,366    0.1%

GRS Buck % Diff

TRS Retired Member - Pension 137,205     136,732    0.3%

TRS Retired Member - Pension 879,915     878,265    0.2%

TRS Deferred Vested Member - Pension 25,751       25,797      -0.2%

TRS Beneficiary - Pension 380,956     380,974    0.0%

PERS Peace Officer/Firefighter - Retired Member - Pension 338,382     338,382    0.0%

PERS Others - Retired Member - Pension 183,332     183,332    0.0%

PERS Others - Retired Member - Pension 199,331     198,673    0.3%

PERS Peace Officer/Firefighter - Deferred Vested Member - Pension 161,328     161,079    0.2%

PERS Others - Beneficiary - Pension 305,853     305,853    0.0%

GRS Buck % Diff

TRS Active Test Case 1 - Tier 2 251,306     254,917    -1.4%

TRS Active Test Case 2 - Tier 1 162,931     162,888    0.0%

TRS Active Test Case 3 - Tier 2 93,359       93,087      0.3%

PERS Active Test Case 1 - Other Tier 3 66,235       65,775      0.7%

PERS Active Test Case 2 - Other Tier 1 399,250     401,108    -0.5%

PERS Active Test Case 3 - P/F Tier 3 158,045     158,985    -0.6%

GRS Buck % Diff

TRS Vested Termination - Male 148,362     149,558    -0.8%

TRS Retiree - Male, Tier 2, J&S 236,159     234,320    0.8%

TRS Retiree - Female, Tier 1, SLA 65,016       66,469      -2.2%

TRS Beneficiary - Male, Tier 1, SLA 47,801       48,131      -0.7%

PERS Vested Termination - P/F Tier 3 - Male 457,495     453,142    1.0%

PERS Beneficiary - Other Tier 1 - Female 87,568       87,555      0.0%

PERS Retiree - Other Tier 2 -Female 126,277     126,229    0.0%

PERS Retiree - Other Tier 1 - Female 180,155     180,065    0.0%

PERS Retiree - Other Tier 1 - Female 65,736       65,733      0.0%

PERS Retiree - P/F Tier 1 - Male 290,595     290,501    0.0%

Active Healthcare

Inactive Healthcare

Active Pension

Inactive Pension

Actuarial Review - June 30, 2014

Comparison of Present Value of Benefits

 

These results are further broken down by benefit and decrement type on the following pages. 
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N O T E  
 

Ancillary or non-retirement benefits such as death and disability tend to be low probability 

events (and hence low liability) and they also tend to have many “bells and whistles” which can 

be valued in different ways by different actuaries.  When looking at the test life results, it may be 

most informative to review the decrement (retirement, termination, disability, death) totals rather 

than each particular segment of the decrement (married non-occupational death, etc.).  For all 

ancillary benefits comprising less than 0.1% of the total PVB for that individual, we checked the 

amounts for reasonableness, but did not replicate.  Those amounts are indicated in blue. 
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Basic Data: Current Age Credited Service Gender
47.20 25.00           Male

Present Value of Benefits (PVB)

GRS 

Replicate* Buck % Diff

Retirement:

Main Retirement Benefit 614,651.84  615,992.68        -0.2%

AK COLA 13,560.98    13,566.64          0.0%

Total Retirement PVB 628,212.82  629,559.32        -0.2%

Withdrawal:

Non Vested Term -               -                    0.0%

Vested Term -               -                    0.0%

Vested Term AK COLA -               -                    0.0%

Vested Term (take LS) -               -                    0.0%

Vested Term (death during deferral) -               -                    0.0%

Vested Term (death during deferral AK COLA) -               -                    0.0%

Vested Term (death, single) -               -                    0.0%

Total Withdrawal PVB -               -                    0.0%

Death:

Non Vested NonOcc 1<svc<5 LS Dth -               -                    0.0%

NonOcc Dth Marr 2,610.85      2,445.94            6.7%

NonOcc Dth Marr AK COLA 57.44           57.44                 0.0%

NonOcc Married LS Dth 201.57         201.57               0.0%

NonOcc Single LS Dth 355.69         355.69               0.0%

Occ Dth Marr (Pre-NR Conversion Benefit) -               -                    0.0%

Occ Dth Marr (Post-NR Conversion Benefit) 1,287.05      1,258.80            2.2%

Occ Dth Marr AK COLA (Pre-NR) -               -                    0.0%

Occ Dth Marr AK COLA (Post-NR) 29.48           29.48                 0.0%

Occ Single LS Dth -               -                    0.0%

Total Death PVB 4,542.08      4,348.92            4.4%

Disability:

Non-vested LS Ben -               -                    0.0%

Dis (Pre-NR Conversion Benefit) -               -                    0.0%

Dis (Post-NR Conversion Benefit) -               -                    0.0%

Dis AK COLA (Pre-NR) -               -                    0.0%

Dis AK COLA (Post-NR) -               -                    0.0%

Dis Death Ben -               -                    0.0%

Dis Death Ben AK COLA -               -                    0.0%

Dis Child Ben -               -                    0.0%

Dis Child Ben AK COLA -               -                    0.0%

Total Disability PVB -               -                    0.0%

               GRAND TOTAL PVB 632,754.90 633,908.24        -0.2%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - TRS Pension

Active Test Case 1 - Tier 2
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Basic Data: Current Age Credited Service Gender
58.72 26.50       Female

Present Value of Benefits (PVB) GRS Replicate Buck % Diff

Retirement:

Main Retirement Benefit 785,264.02        782,302.79      0.4%

AK COLA 38,448.64          38,510.45        -0.2%

Total Retirement PVB 823,712.66        820,813.24      0.4%

Withdrawal:

Non Vested Term -                     -                   0.0%

Vested Term -                     -                   0.0%

Vested Term AK COLA -                     -                   0.0%

Vested Term (take LS) -                     -                   0.0%

Vested Term (death during deferral) -                     -                   0.0%

Vested Term (death during deferral AK COLA) -                     -                   0.0%

Vested Term (death, single) -                     -                   0.0%

Total Withdrawal PVB -                     -                   0.0%

Death:

Non Vested NonOcc 1<svc<5 LS Dth -                     -                   0.0%

NonOcc Dth Marr 2,023.48            1,733.50          16.7%

NonOcc Dth Marr AK COLA 87.83                 87.83               0.0%

NonOcc Married LS Dth 151.86               151.86             0.0%

NonOcc Single LS Dth 507.50               506.25             0.2%

Occ Dth Marr (Pre-NR Conversion Benefit) -                     -                   0.0%

Occ Dth Marr (Post-NR Conversion Benefit) 915.77               972.25             -5.8%

Occ Dth Marr AK COLA (Pre-NR) -                     -                   0.0%

Occ Dth Marr AK COLA (Post-NR) 49.27                 49.27               0.0%

Occ Single LS Dth -                     -                   0.0%

Total Death PVB 3,735.71            3,500.96          6.7%

Disability:

Non-vested LS Ben -                     -                   0.0%

Dis (Pre-NR Conversion Benefit) -                     -                   0.0%

Dis (Post-NR Conversion Benefit) -                     -                   0.0%

Dis AK COLA (Pre-NR) -                     -                   0.0%

Dis AK COLA (Post-NR) -                     -                   0.0%

Dis Death Ben -                     -                   0.0%

Dis Death Ben AK COLA -                     -                   0.0%

Dis Child Ben -                     -                   0.0%

Dis Child Ben AK COLA -                     -                   0.0%

Total Disability PVB -                     -                   0.0%

               GRAND TOTAL PVB 827,448.37        824,314.20      0.4%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - TRS Pension

Active Test Case 2 - Tier 1

DRAFT



Alaska Retirement Management Board Section 4 
  
 

 26 

Basic Data: Current Age Credited Service Gender
34.07 9.00         Female

Present Value of Benefits (PVB) GRS Replicate Buck % Diff

Retirement:

Main Retirement Benefit 190,682.52        190,901.65      -0.1%

AK COLA 3,823.84            3,823.14          0.0%

Total Retirement PVB 194,506.36        194,724.79      -0.1%

Withdrawal:

Non Vested Term -                     -                   0.0%

Vested Term 15,604.37          15,707.68        -0.7%

Vested Term AK COLA 481.12               484.42             -0.7%

Vested Term (take LS) 1,323.96            1,323.95          0.0%

Vested Term (death during deferral) 114.30               114.30             0.0%

Vested Term (death during deferral AK COLA) 5.76                   5.76                 0.0%

Vested Term (death, single) 62.21                 62.21               0.0%

Total Withdrawal PVB 17,591.72          17,698.32        -0.6%

Death:

Non Vested NonOcc 1<svc<5 LS Dth -                     -                   0.0%

NonOcc Dth Marr 522.11               485.46             7.6%

NonOcc Dth Marr AK COLA 7.83                   7.83                 0.0%

NonOcc Married LS Dth 39.22                 39.22               0.0%

NonOcc Single LS Dth 130.57               130.57             0.0%

Occ Dth Marr (Pre-NR Conversion Benefit) 35.54                 35.54               0.0%

Occ Dth Marr (Post-NR Conversion Benefit) -                     -                   0.0%

Occ Dth Marr AK COLA (Pre-NR) 253.43               258.02             -1.8%

Occ Dth Marr AK COLA (Post-NR) 4.54                   4.47                 1.6%

Occ Single LS Dth -                     -                   0.0%

Total Death PVB 993.24               961.11             3.3%

Disability:

Non-vested LS Ben -                     -                   0.0%

Dis (Pre-NR Conversion Benefit) 960.50               960.49             0.0%

Dis (Post-NR Conversion Benefit) 1,070.88            1,093.45          -2.1%

Dis AK COLA (Pre-NR) 53.95                 53.95               0.0%

Dis AK COLA (Post-NR) 60.24                 60.24               0.0%

Dis Death Ben 22.98                 22.98               0.0%

Dis Death Ben AK COLA 1.26                   1.26                 0.0%

Dis Child Ben 329.46               329.45             0.0%

Dis Child Ben AK COLA 18.37                 18.37               0.0%

Total Disability PVB 2,517.64            2,540.19          -0.9%

               GRAND TOTAL PVB 215,608.96        215,924.41      -0.1%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - TRS Pension

Active Test Case 3 - Tier 2
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Basic Data: Current Age

Credited 

Service Gender

45.6 14.1         Male

Present Value of Benefits (PVB) GRS Buck % Diff

Retirement:

Main Retirement Benefit 298,518        297,192          0.4%

AK COLA 12,826          12,830            0.0%

Total Retirement PVB 311,344        310,023          0.4%

Withdrawal:

Non Vested Term -                -                  0.0%

Vested Term 49,539          49,503            0.1%

Vested Term AK COLA 1,756            1,756              0.0%

Vested Term (take LS) 2,632            2,647              -0.6%

Vested Term (death during deferral) 556               551                 1.0%

Vested Term (death during deferral AK COLA) 42                 42                   0.0%

Total Withdrawal PVB 54,525          54,499            0.0%

Death:

Non Vested NonOcc <1 svc LS Dth -                -                  0.0%

Non Vested NonOcc 1<svc<5 LS Dth -                -                  0.0%

NonOcc Dth Marr 2,079            2,081              -0.1%

NonOcc Dth Marr AK COLA 72                 72                   0.0%

NonOcc Married LS Dth 114               114                 0.0%

NonOcc Single LS Dth 374               378                 -1.2%

Occ Dth Marr (Pre-NR Conversion Benefit) 1,044            1,067              -2.2%

Occ Dth Marr (Post-NR Conversion Benefit) 4,677            4,696              -0.4%

Occ Dth Marr AK COLA (Post-NR) 200               200                 0.0%

Occ Single LS Dth 374               378                 -1.2%

Total Death PVB 8,933            8,985              -0.6%

Disability:

Non-vested LS Ben -                -                  0.0%

NonOcc Dis 1,387            1,252              10.8%

NonOcc Dis AK COLA 80                 80                   0.0%

Occ Dis (Pre-NR Conversion Benefit) 976               961                 1.6%

Occ Dis (Post-NR Conversion Benefit) 734               730                 0.5%

Occ Dis AK COLA (Pre-NR) 62                 62                   0.0%

Occ Dis AK COLA (Post-NR) 43                 43                   0.0%

Dis Death Ben 25                 25                   0.0%

Dis Death Ben AK COLA 2                   2                     0.0%

Total Disability PVB 3,309            3,156              4.9%

               GRAND TOTAL PVB 378,111        376,663          0.4%

Active Test Case 1 - Other Tier 3

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - PERS Active Pension
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Basic Data: Current Age

Credited 

Service Gender

53.7 31.4       Female

Present Value of Benefits (PVB) GRS Buck % Diff

Retirement:

Main Retirement Benefit 989,271        985,160          0.4%

AK COLA 59,482          59,515            -0.1%

Total Retirement PVB 1,048,752     1,044,675       0.4%

Withdrawal:

Non Vested Term -                -                  0.0%

Vested Term -                -                  0.0%

Vested Term AK COLA -                -                  0.0%

Vested Term (take LS) -                -                  0.0%

Vested Term (death during deferral) -                -                  0.0%

Vested Term (death during deferral AK COLA) -                -                  0.0%

Total Withdrawal PVB -                -                  0.0%

Death:

Non Vested NonOcc <1 svc LS Dth -                -                  0.0%

Non Vested NonOcc 1<svc<5 LS Dth -                -                  0.0%

NonOcc Dth Marr 1,237            1,163              6.3%

NonOcc Dth Marr AK COLA 71                 71                   0.0%

NonOcc Married LS Dth 77                 77                   0.0%

NonOcc Single LS Dth 331               331                 0.0%

Occ Dth Marr (Pre-NR Conversion Benefit) -                -                  0.0%

Occ Dth Marr (Post-NR Conversion Benefit) 2,749            2,680              2.5%

Occ Dth Marr AK COLA (Post-NR) 164               164                 0.0%

Occ Single LS Dth 331               331                 0.0%

Total Death PVB 4,960            4,819              2.9%

Disability:

Non-vested LS Ben -                -                  0.0%

NonOcc Dis -                -                  0.0%

NonOcc Dis AK COLA -                -                  0.0%

Occ Dis (Pre-NR Conversion Benefit) -                -                  0.0%

Occ Dis (Post-NR Conversion Benefit) -                -                  0.0%

Occ Dis AK COLA (Pre-NR) -                -                  0.0%

Occ Dis AK COLA (Post-NR) -                -                  0.0%

Dis Death Ben -                -                  0.0%

Dis Death Ben AK COLA -                -                  0.0%

Total Disability PVB -                -                  0.0%

               GRAND TOTAL PVB 1,053,712     1,049,494       0.4%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - PERS Active Pension

Active Test Case 2 - Other Tier 1
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Basic Data: Current Age

Credited 

Service Gender

40.5 16.1         Male

Present Value of Benefits (PVB) GRS Buck % Diff

Retirement:

Main Retirement Benefit 459,955        459,024        0.2%

AK COLA 8,083            8,083            0.0%

Total Retirement PVB 468,038        467,108        0.2%

Withdrawal:

Non Vested Term -                -                0.0%

Vested Term 6,271            6,273            0.0%

Vested Term AK COLA 207               207               0.0%

Vested Term (take LS) 1,123            1,124            -0.1%

Vested Term (death during deferral) 112               112               0.0%

Vested Term (death during deferral AK COLA) 7                   7                   0.0%

Total Withdrawal PVB 7,719            7,723            0.0%

Death:

Non Vested NonOcc <1 svc LS Dth -                -                0.0%

Non Vested NonOcc 1<svc<5 LS Dth -                -                0.0%

NonOcc Dth Marr 595               608               -2.0%

NonOcc Dth Marr AK COLA -                -                0.0%

NonOcc Married LS Dth 53                 53                 0.0%

NonOcc Single LS Dth 62                 62                 0.0%

Occ Dth Marr (Pre-NR Conversion Benefit) 73                 73                 0.0%

Occ Dth Marr (Post-NR Conversion Benefit) 3,319            3,535            -6.1%

Occ Dth Marr AK COLA (Post-NR) 62                 62                 0.0%

Occ Single LS Dth 145               145               0.0%

Total Death PVB 4,311            4,540            -5.0%

Disability:

Non-vested LS Ben -                -                0.0%

NonOcc Dis 470               470               0.0%

NonOcc Dis AK COLA 28                 28                 0.0%

Occ Dis (Pre-NR Conversion Benefit) 117               117               0.0%

Occ Dis (Post-NR Conversion Benefit) 1,197            1,227            -2.4%

Occ Dis AK COLA (Pre-NR) 7                   7                   0.0%

Occ Dis AK COLA (Post-NR) 65                 65                 0.0%

Dis Death Ben 78                 78                 0.0%

Dis Death Ben AK COLA 4                   4                   0.0%

Total Disability PVB 1,966            1,995            -1.5%

               GRAND TOTAL PVB 482,035        481,366        0.1%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - PERS Active Pension

Active Test Case 3 - P/F Tier 3
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Extended Description

Retirement:

Main Retirement Benefit Early/Normal Retirement (base) Benefit

AK COLA Alaska Cost of Living Allowance (10% of Ret base benefit)

Withdrawal:

Non Vested Term Refund of employee contributions upon termination of non-vested member

Vested Term Deferred retirement (base) Benefit (deferred to early retirement eligibility)

Vested Term AK COLA Alaska Cost of Living Allowance (10% of Term base benefit)

Vested Term (take LS) Refund of employee contributions upon termination of (vested) member

Vested Term (death during deferral) Death (base) Benefit payable upon death after withdrawal but before benefit commencement

Vested Term (death during deferral AK COLA) Alaska Cost of Living Allowance (10% of DV Dth base benefit)

Vested Term (death, single) Return of employee contributions upon death during deferral period for single members

Death:

Non Vested NonOcc 1<svc<5 LS Dth Refund of employee contributions upon death of non-vested member

NonOcc Dth Marr Non-Occupational Death (base) benefit

NonOcc Dth Marr AK COLA Alaska Cost of Living Allowance (10% of Non-Occupational Dth base benefit)

NonOcc Married LS Dth Refund of employee contributions upon non-occupational death of married (vested) member

NonOcc Single LS Dth Refund of employee contributions upon non-occupational death of single (vested) member

Occ Dth Marr (Pre-NR Conversion Benefit) Occupational Death (base) benefit until normal retirement conversion

Occ Dth Marr (Post-NR Conversion Benefit) Occupational Death (base) benefit after normal retirement conversion

Occ Dth Marr AK COLA (Pre-NR) Alaska Cost of Living Allowance (10% of Occupational Dth base benefit pre-conversion)

Occ Dth Marr AK COLA (Post-NR) Alaska Cost of Living Allowance (10% of Occupational Dth base benefit post-conversion)

Occ Single LS Dth Refund of employee contributions upon occupational death of single (vested) member

Disability:

Non-vested LS Ben Refund of employee contributions payable upon disability before vested

Dis (Pre-NR Conversion Benefit) Disability benefit prior to normal retirement conversion

Dis (Post-NR Conversion Benefit) Disability benefit after normal retirement conversion

Dis AK COLA (Pre-NR) Alaska Cost of Living Allowance (10% of pre-conversion disability benefit)

Dis AK COLA (Post-NR) Alaska Cost of Living Allowance (10% of post-conversion disability benefit)

Dis Death Ben Death (base) Benefit payable upon death after disability

Dis Death Ben AK COLA Alaska Cost of Living Allowance (10% of Dis Dth base benefit)

Dis Child Ben Disability (base) Child Benefit payable until eligible for normal retirement

Dis Child Ben AK COLA Alaska Cost of Living Allowance (10% of Temp Dis Child base benefit)

Actuarial Review of Pension and Health Plans

Active Pension Test Case Legend

Benefit
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Actives

Basic Data:

   Sex Male Female Female

   Current Age 47.2 58.72 34.07

   Current Credited Service 22.00 26.50 9.00

Present Value of Benefits (PVB) GRS* Buck % Diff GRS* Buck % Diff GRS* Buck % Diff

Retirement:

  Tier x <Member>                133,219.96  133,526.62  -0.2% 113,092.62  112,592.29  0.4% 61,017.83    60,969.79    0.1%

  Tier x <Spouse> 127,832.66  131,141.56  -2.5% 62,079.82    62,544.56    -0.7% 37,678.90    37,454.42    0.6%

  Post 65 Part D Tier 2 <Member> (4,146.63)     (4,153.21)     -0.2% (7,113.83)     (7,065.08)     0.7% (1,793.48)     (1,793.27)     0.0%

  Post 65 Part D Tier 2 <Spouse> (3,465.10)     (3,464.34)     0.0% (5,128.05)     (5,183.81)     -1.1% (1,366.89)     (1,367.16)     0.0%

  Contrib <Member>     (1,151.49)     (1,151.19)     0.0% -               -               0.0% (1,247.22)     (1,246.90)     0.0%

  Contrib <Spouse> (983.12)        (982.87)        0.0% -               -               0.0% (929.95)        (929.70)        0.0%

               Total Retirement PVB 251,306.28  254,916.57  -1.4% 162,930.56  162,887.96  0.0% 93,359.19    93,087.18    0.3%

Inactives - PVB GRS* Buck % Diff

Vested Termination - Male 148,362       149,558       -0.8%

Retiree - Male, Tier 2, J&S 236,159       234,320       0.8%

Retiree - Female, Tier 1, SLA 65,016         66,469         -2.2%

Beneficiary - Male, Tier 1, SLA 47,801         48,131         -0.7%

   Benefits - Buck Valuation Terminology

Retirement:

  Tier x <Member>                

  Tier x <Spouse>

  Contrib <Member>     

  Contrib <Spouse>

  Post 65 Part D <Member>

  Post 65 Part D <Spouse>

* GRS' audit of Buck's calculation includes review of the benefit amounts, 

annuity values, assumptions and other factors related to the PVB calculation at 

each projected age.  Differences may exist due to different interpretations of the 

statutes, as well as additional items as discussed throughout this audit report.

Spouse Post-Age 65 Medicare Part D Reimbursement

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - TRS Retiree Health

Spouse Pre-Retirement Contributions

Employee Post-Age 65 Medicare Part D Reimbursement

Base Benefit Paid to Employee

Base Benefit Paid to Spouse

Employee Pre-Retirement Contributions

   Description*

Test Case 2 - Tier 1, high svc Test Case 3 - Tier 2, mid svcTest Case 1 - Tier 2, high svc
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Actives

Basic Data:

   Sex Male Female Male

   Current Age 45.64 53.72 40.54

   Current Credited Service 14.12 31.39 16.10

Present Value of Benefits (PVB) GRS* Buck % Diff GRS* Buck % Diff GRS* Buck % Diff

Retirement:

  Tier x <Member> 47,269.37   47,227.58   0.1% 252,061.73  254,402.55  -0.9% 103,223.03  103,758.03  -0.5%

  Tier x <Spouse> 44,676.71   46,226.94   -3.4% 156,260.63  155,892.17  0.2% 99,357.46    102,303.90  -2.9%

  Contrib Tier 3 <Member>     290.89        290.81        0.0% 5,289.68      5,354.16      -1.2% 2,903.68      2,904.53      0.0%

  Contrib Tier 3 <Spouse> 218.88        218.83        0.0% 3,782.88      3,832.84      -1.3% 2,482.71      2,482.87      0.0%

  Post 65 Part D Tier 3 <Member> 2,414.40     2,411.08     0.1% -               -               0.0% 2,709.42      2,748.12      -1.4%

  Post 65 Part D Tier 3 <Spouse> 1,783.20     1,780.69     0.1% -               -               0.0% 2,251.49      2,280.47      -1.3%

               Total Retirement PVB 87,238.70   88,753.11   -1.7% 399,249.80  401,107.72  -0.5% 192,233.20  195,645.94  -1.7%

Inactives - PVB GRS* Buck % Diff

Vested Termination - P/F Tier 3 - Male 457,495      453,142      1.0%

Beneficiary - Other Tier 1 - Female 87,568        87,555        0.0%

Retiree - Other Tier 2 -Female 126,277      126,229      0.0%

Retiree - Other Tier 1 - Female 180,155      180,065      0.0%

Retiree - Other Tier 1 - Female 65,736        65,733        0.0%

Retiree - P/F Tier 1 - Male 290,595      290,501      0.0%

   Benefits - Buck Valuation Terminology

Retirement:

  Tier x <Member>                

  Tier x <Spouse>

  Contrib <Member>     

  Contrib <Spouse>

  Post 65 Part D <Member>

  Post 65 Part D <Spouse>

Spouse Pre-Retirement Contributions

Employee Post-age 65 Medicare Part D Reimbursement

Base Benefit Paid to Employee 

Base Benefit Paid to Spouse 

Employee Pre-Retirement Contributions

   Description*

Test Case 1 - Other Tier 3 Test Case 2 - Other Tier 1

* GRS' audit of Buck's calculation includes review of the benefit amounts, 

annuity values, assumptions and other factors related to the PVB calculation at 

each projected age.  Differences may exist due to different interpretations of the 

statutes, as well as additional items as discussed throughout this audit report.

Spouse Post-age 65 Medicare Part D Reimbursement

Test Case 3 - PF Tier 3

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - PERS Retiree Health
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REVIEW OF CONTRIBUTION  
RATE DETERMINATION 

 

Beginning with the actuarial valuations as of June 30, 2014, in accordance with Senate Bill 119 and 

House Bill 385, a contribution calculation methodology was incorporated in order to recognize the 

timing lag and recognize expected changes in the unfunded liability during the two-year delay. 

  

GRS analyzed the funding new roll forward methodology and verified the contribution rate 

computation (as shown in pages 20 and 21 of the PERS valuation report and pages 14 and 15 of the 

TRS valuation report). The difference between the two projected values is the projected Unfunded 

Actuarial Accrued Liability (UAAL).  This amount is then amortized over 23 years and compared to 

projected FY 2017 payroll to determine the amortization rate.  This amortization rate along with the 

projected FY 2017 normal cost rate forms the basis of the FY 2017 contributions that the Actuary 

recommends the system make in order to ensure that benefits can be provided for current and future 

retirees.  

 

As noted in the Buck report, the compensation used to develop the rates is a combination of both this 

plan’s compensation, as well as the DCR compensation. 

 

F I N D I N G S :  

 

The calculations were generally reasonable and consistent with actuarial practice; however some 

inconsistencies were found between these short-term projections used as part of the roll forward and 

the long-term projections shown in Table 4.6 of the report.  For example, employer contributions for 

fiscal year 2015 are $62,834,000 in Table 4.6 of the TRS report, but are $59,396,000 in the roll 

forward calculation.  Similarly, employer contributions for fiscal year 2015 are $414,605,000 in Table 

4.6 of the PERS report, but are $422,632,000 in the roll forward calculation.  A similar disconnect 

exists in the fiscal year 2016 employer calculations and in the 2017 employee contributions used for 

determining the net employer actuarial requirement. 

 

Buck has indicated that they will address these discrepancies in the final report.
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REVIEW OF ACTUARIAL VALUATION REPORT  
 

 

G A S B  N O .  6 7  D I S C L O S U R E :  

 

For purposes of Plan Reporting for the fiscal year ending June 30, 2014, Alaska PERS and TRS 

will need to follow the reporting guidelines set out in GASB No. 67, which is in effect for Plan 

Years beginning after June 15, 2013. 

 

The June 30, 2014 actuarial valuation report includes GASB No. 67 reporting information.  The 

information is based on June 30, 2013 valuation information rolled forward to June 30, 2014.  

The June 30, 2014 information does not include assumption changes made effective with the 

June 30, 2014 valuation. 

 

Plan reporting requirements are included in the report.  Although not a requirement for Plan 

Reporting, it would have been ideal to receive the projection of Plan Net Position used to 

determine the blended single discount rate of 8.00% so that GRS might verify this calculation. 

 

V A L U A T I O N  R E P O R T :  

 

GRS reviewed the June 30, 2014 valuation report for scope as well as content to determine if 

actuarial statistics were being reflected fairly and if the details of the plan were being correctly 

communicated.  

 

We consider the scope and content of Buck’s report to be effective in communicating the 

financial position and contribution requirements of PERS and TRS; however, we recommend 

that Buck include an explanation for the gains and losses by source (particularly gains or losses 

in the “other” category) in the valuation report. 

 

A three-year certain normal form of payment is included in the valuation methods to approximate 

the modified cash refund.  This should be included in the valuation methods and assumptions.  

 

Some plans are beginning to incorporate increased investment risk metrics in their reports.  For 

example, what would the change be to the contribution requirement if the plan experienced a -

10% investment return on assets?  Some plans also include projection scenarios demonstrating 

adverse experience outcomes of the plan.  This could provide added value to the Alaska 

Retirement Management Board. 
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S U P P L E M E N T A L  R E P O R T  

 

A  R E V I E W  O F  C L A I M  C O S T  D E V E L O P M E N T  A N D  T H E  O P E B  

A S S U M P T I O N S  F O R  T H E  R E T I R E E  M E D I C A L  P L A N  

V A L U A T I O N S  

F O R  P E R S ,  T R S  A N D  T H E  D C R  P L A N S  

M A Y  1 4 ,  2 0 1 5



 

 

 

 

May 14, 2015 

 

 

Mr. Gary Bader 

Chief Investment Officer 

Department of Revenue, Treasury Division 

Alaska Retirement Management Board 

P.O. Box 110405 

Juneau, AK 99811-0405 

Subject: Actuarial Review of June 30, 2014 Development of Claim Costs used to value 

the Retiree Medical portion of all plans 

Dear Gary: 

Similar to last year, in the course of this year’s audit we have added a supplemental audit to 

review the development of the claim costs that are used in the valuation of the retiree medical 

liabilities for PERS, TRS and DCR. We have also added a section of review on the key actuarial 

assumptions for the retiree medical portion of the valuations.  While we have reviewed the claim 

costs for reasonableness in all prior years; for this year we wanted to look at the claim costs as 

compared to last years’ claim costs and to determine their ongoing reasonableness. 

 

We were unable to see enough carrier data to replicate the claim cost development from external 

data.  Since we have not yet been able to obtain a full set of claim data, and we are unsure 

whether Buck has been able to receive a full set of data either, we will be recommending a 

process improvement whereby Buck has the full set of claim data and , that in the course of the 

valuation process, they indicate the total claims and how they have tied to the total claim 

amounts.  This would give Buck the most credible claim data and also ensure that no divisions, 

or groups of people, are missing from the data. 

 

 

For the 2014 valuation we found that Buck primarily “updated” the claim costs from last year’s 

valuation while also changing the long term trend assumptions. 

 

a) Lack of provider claim data that confirms total claims: Over the years of auditing we 

have requested copies of the external sources of data so that we can validate the total 

claims used to predict the future claims and liabilities for the plan.  Buck has forwarded to 

us a variety of reports over the years, none of them complete.  We have recommended that 

the contracting with the providers include the forwarding of the information to Buck 

however, we have not received any validation that Buck has been provided total claim 

data.  Since the prediction of future liabilities does rest on the current liabilities, we feel it 

is paramount to obtain confirmation from external sources that Buck has been provided 

and is using all data for the plans. 



  

 

b) Lack of external data for confirmation:  Similar to the comment above, GRS was unable 

to locate the management report that identified the split between the Medicare and non-

Medicare claims.  There is a difference in liabilities between members eligible for 

Medicare and those not eligible for Medicare and there is great benefit in obtaining the 

actual data and valuing the liabilities based on the true underlying population of the plan. 

 

c) Margin is built into the claim costs:  In 2013 we opined that the assumed trend rates that 

Buck used to bring fiscal years 2010 through fiscal year 2013 were higher than the actual 

trend.  While actual trends may not be fully credible, the trends used appear to be overly 

conservative.  The cumulative assumed trend rate for 2011 through 2013 was 25%; the 

actual trend rate for that same three year period was 2.8%.  This has the impact of building 

margin into the anticipated claim costs for 2014.  In this report, Buck is proposing 

reducing the future trend assumption. 

 

d) Have Buck provide their opinion in writing concerning future trend, potential “trend 

reversal” and the larger macro-economic impacts affecting the future liabilities of the 

plan. Buck is changing the trend assumption and claim costs, but there is very little 

discussion around their reasoning.  We recommend Buck give more detail to their 

reasoning-the fact that gains have occurred is an indicator of a need to examine the 

assumption, but we believe it is not the only reason for change.  Underwriting cycles, 

market conditions, network issues and a host of other issues may be playing a role in 

Buck’s recommendation to decrease the assumption, and we recommend Buck convey 

their reasoning for the assumption change in their report. 

 

e) Credibility does not give highest weight to recent year:  Buck’s weights by year places 

more focus on the earlier fiscal years, while general practice is to place as much weight as 

possible on the most recent year of experience. We believe that the most recent experience 

is the most credible.   

 

 

f) Board and Buck to discuss level of margin desired:    Based on the trend and the weights 

used, Buck appears to be creating margins in the starting claim costs.  In addition, the 

process for the OPEB valuation also has margin, in the sense that the valuation cannot take 

into account future plan changes which serve to decrease costs. We recommend the Board 

discuss with Buck whether the margin developed in the claim cost approach is appropriate 

given the margin that is inherent in the OPEB valuation. This discussion would also be 

informed by the consulting Buck will provide in item (d)-that is, having a clearer picture of 

trend and trend reversal for the future may allow the Board to establish a margin that is more 

closely aligned with the management of the plan’s future risk. 

 

g) Cadillac Tax is a requirement:  Health plans that provide benefits above a certain value are 

required to pay a “Cadillac Tax”.  We recommend that the Cadillac Tax be calculated and, 



  

 

once the number is reviewed, if it is then deemed deminimus it could be so stated in the 

valuation. 

 

 

 

 

Respectfully submitted, 

Gabriel, Roeder, Smith & Company 

 

 

 

Leslie Thompson, FSA, FCA, EA, MAAA 

Senior Consultant 

 

 

 

 

 

Virgil Meier, FSA, MAAA 

Senior Health Care Consultant  

 



 

 

 

6 

AAccttuuaarriiaall  AAssssuummppttiioonnss  ffoorr  tthhee  OOPPEEBB  vvaalluuaattiioonnss  

  

TTrreenndd  FFaaccttoorrss  

 

 June 30, 2013 June 30, 2014 

 Medical 

Pre-65 

Medical 

Post-65 

Prescription 

Drugs 

Medical 

Pre-65 

Medical 

Post-65 

Prescription 

Drugs 

FY 14 8.7% 6.4% 6.3% 10.0% 6.0% 6.0% 

FY 15 8.5% 6.3% 6.2% 9.4% 5.9% 5.7% 

FY 16 8.0% 6.3% 6.2% 8.8% 5.8% 5.4% 

FY 17 7.5% 6.2% 6.1% 8.2% 5.7% 5.1% 

FY 18 7.0% 6.1% 6.0% 7.6% 5.6% 4.8% 

FY 19 6.6% 6.1% 5.8% 7.0% 5.6% 4.6% 

FY 20 6.4% 6.1% 5.8% 6.5% 5.6% 4.4% 

FY 25 6.0% 6.0% 5.7% 5.6% 5.6% 4.2% 

FY 50 5.0% 5.0% 5.0% 4.4% 4.0% 4.0% 

FY 100 4.5% 4.5% 4.5% 4.4% 4.0% 4.0% 

 
Buck uses the Getzen model in establishing the medical trend rates. 

 

Does it make sense that the long term rates for June 30, 2014 are not converging to the same limit?  

Shouldn’t they be converging to the long term estimate for the growth in GDP? 

 

In reviewing the Getzen model, (Getzen Model of Long-Run Medical Cost Trends for the SOA, 

Thomas E. Getzen, IHEA and Temple University) he states about trend that “…eventually growth 

must converge to match income at GDP+0%, the precise share or year at which such limits will being 

to matter is considered unknown, and hence these parameters must be a judgment call by the 

forecaster.” 

 

Interesting, the Getzen paper goes on to say “Fifty years of research and hundreds of studies have 

confirmed just one consistent predictor of national health expenditures: per capital income.  

Everything else, even life expectancy and population aging, has become doubtful or faded into 



  

 

insignificance…” This statement supports the convergence of the medical trend assumptions to the 

long term GDP growth rate. 

 

The above assumptions would indicate the Buck believes long term GDP growth is moving; from 

4.5% to 4.0% (we are ignoring the 4.4% on the Medical Pre-65 column for now). Since this 

assumption was not studied in the experience study we recommend that the valuation report provide 

more discussion on the reasoning behind this change. 

 

Similarly, since this assumption has not yet been studied, we recommend discussion be added to the 

change in rates for the first five years of the assumption period. 
 

RReettiirreedd  MMeemmbbeerr  MMeeddiiccaall  CCoonnttrriibbuuttiioonnss  

 
Employees hired after June 30, 1986 and their surviving spouses with five years of credited service 

(or ten years of credited service for those first hired after June 30, 1996) must pay the full monthly 

premium if they are under age sixty and will receive benefits paid by the PERS if they are over age 

sixty. 

 

Tier 3 Members with between five and ten years of credited service must pay the full monthly 

premiums regardless of their age.   
 

Trend Rate for Retired Member Medical Contributions 

 June 30, 2013 June 30, 2014 

FY 14 8.2%  

FY 15 8.0% 7.0% 

FY 16 7.6% 6.6% 

FY 17 7.2% 6.2% 

FY 18 6.7% 5.8% 

FY 19 6.4% 5.4% 

FY 20  5.0% 

FY 25 5.9% 4.1% 

FY 50 5.0% 4.0% 

FY 100 4.5% 4.0% 



  

 

Is there any data to support the change in the member rates? 

Should the retired member contribution rates differ between the Medicare and non-Medicare eligible 

members? 

 

AAggiinngg  ffaaccttoorrss  
Should these be in the valuation summary? 

 

PPaarrttiicciippaattiioonn  aanndd  eelleeccttiioonn  rraatteess      

 
100% of those members for whom the System pays their entire fee are assumed to participate.  For 

members who have to pay their own premium, it is assumed that 10% will elect to participate. 

 

TTPPAA  FFeeeess   
 
 2013 $177.57 

 2014 $193.98 per person per year, assumed trend of 5% per year  

 

Why did these increase so much?  Is there data to support the 5% per year assumption? 
 

MMeeddiiccaarree  PPaarrtt  BB  oonnllyy    

 
This assumption is based upon whether employee/retiree will have 40 quarters of employment after 

March 31, 1986, depending upon date of hire and/or re-hire. 
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A C T U A R I A L  R E V I E W  O F  T H E  J U D I C I A L  R E T I R E M E N T  

S Y S T E M  P E N S I O N  A N D  H E A L T H  P L A N S   

J U N E  1 ,  2 0 1 5
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June 1, 2015 

 

Mr. Gary Bader 

Chief Investment Officer 

Department of Revenue, Treasury Division 

Alaska Retirement Management Board 

P.O. Box 110405 

Juneau, AK 99811-0405 

Subject: Actuarial Review of June 30, 2014 valuations for the State of Alaska Judicial 

Retirement System (JRS) and National Guard and Naval Militia Retirement 

System (NGNMRS). 

Dear Gary: 

We have performed an actuarial review of the June 30, 2014 Actuarial Valuations for JRS and 

NGNMRS. 
 

This report includes a review of: 

 Pension Assumptions and Benefits 

 Actuarial Valuation Methods and Procedures 

 Contribution Rate Determination 

 Actuarial Valuation Report 

 Potential Areas for Future Review 
 

This report should be considered supplemental to the Actuarial Review of Pension and Post-

Employment Healthcare Plans for PERS and TRS dated May 04, 2015. 
 

A major part of our review is a thorough analysis of the test lives provided by Buck Consultants. 

This year we have included exhibits in our report which summarize the detailed analysis of these 

sample test cases for JRS and NGNMRS, as well as a comparison of the results between Buck 

Consultants and GRS.  We wish to thank the staff of the State of Alaska Treasury Division and 

Buck Consultants without whose willing cooperation this review could not have been completed. 
 

Sincerely, 
 
Gabriel, Roeder, Smith & Company 

 

 

 

Leslie L. Thompson, FSA, FCA, EA, MAAA Dana L. Woolfrey, FSA, FCA, EA, MAAA 

Senior Consultant     Consultant 

 

 

cc: Ms. Judy Hall 
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EXECUTIVE SUMMARY 
 

Gabriel, Roeder, Smith & Co. was engaged by the Alaska Retirement Management Board 

(ARMB) to review the June 30, 2014 Actuarial Valuations of the State of Alaska Judicial 

Retirement System (JRS) and the National Guard and Naval Militia Retirement System 

(NGNMRS). 

 

This report presents our findings in the following areas: 

 

 General Approach 

 Pension Assumptions and Benefits 

 Health Care Cost Assumptions 

 Actuarial Valuation Methods and Procedures 

 Contribution Rate Determination 

 Actuarial Valuation Report 

 Potential Areas for Future Review  

 Summary and Conclusions 

 

This audit also includes a review of the assumptions that were recommended in the most recent 

experience study and their subsequent incorporation into their respective actuarial valuations. 

 

In general, we found that the Buck’s actuarial results and reports were reasonable. We found no 

significant areas of concern in the actuarial valuation results, and find the assumptions consistent 

with generally accepted actuarial practice.  Any findings we have would come under the heading 

of “de minimus”, in that we expect that there would be little impact to the plan liabilities. 

 

F I N D I N G S  F R O M  J U N E  3 0 ,  2 0 1 4  A U D I T  

 

There were no new findings in the June 30, 2014 audits.  The test cases completed by GRS 

closely matched those provided by Buck.  

 

F I N D I N G S  F R O M  J U N E  3 0 ,  2 0 1 2  A N D  P R I O R  A U D I T S  

 

In addition, we continue to monitor the findings and recommendations from the June 30, 2012 

audit against the test lives and reports submitted by Buck for the June 30, 2014 audit.  We have 

noted the minor areas of concern below, and a more detailed interpretation of the correspondence 

of resolution and/or explanation between Buck and GRS is noted in Section 3. 

 

The actuarial valuation report as of June 30, 2014 does not include assumptions regarding third 

party administrator fees, the cost of living assumption or the methodology for projection of 415 

limits in the assumption section.  This was a previous recommendation that was not incorporated.  
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S U M M A R Y  O F  T E S T  L I F E  R E V I E W  

 

We have included as a part of this report a detailed test life results summary.   

 

 We matched the present value of benefits closely in total on all testlives submitted.  

We have included exhibits in Section 5 of the report which summarize the differences 

in calculations by decrement for the test lives analyzed.  Differences between 

actuarial firms will always occur due to system differences and other nuances in the 

calculations.  The only differences worthy of notice are referenced in the findings 

section.  

 

 The actuarial basis used for the funding of the plan lies within the range of 

reasonableness.  We have found nothing of significant concern regarding the 

reasonableness of the liabilities or costs for the JRS or NGNMRS plans.   
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GENERAL APPROACH 
 

Gabriel, Roeder, Smith & Co. was charged with reviewing the actuarial assumptions of the 

pension and health care provisions of the actuarial valuations of JRS and NGNMRS. 

 

We requested a number of items from Buck Consultants in order to perform the actuarial review 

and health cost assumption review: 

 

1. We received the draft report for JRS in March of 2015.  We received the test lives 

in December of 2014 for pension and retiree health. 

2. We received the draft report for NGNMRS in May of 2015.  We received the 

pension test lives in April of 2015. 

In performing our review, we: 

1. Reviewed actuarial assumptions – we checked to see if they were consistent, 

comprehensive, and appeared reasonable.   

2. Reviewed the actuarial valuation report as of June 30, 2014 for completeness, 

GASB compliance and a review of financial determinations. 

3. Reviewed, in detail, the sample members provided us – This provided us with a 

perspective on the actuarial process utilized by Buck with respect to the plan and 

allowed us to review the valuation methods and procedures. 

4. Reviewed the health cost assumptions and trend. 

5. Identified areas for future more detailed review. 

 

K E Y  A C T U A R I A L  C O N C E P T S  
 

An actuarial valuation is a detailed statistical simulation of the future operation of a retirement 

system using the set of actuarial assumptions adopted by the Board.  It is designed to simulate 

all of the dynamics of such a system for each current system member including: 

 

1. Earning future service and making contributions, 

2. Receiving changes in compensation, 

3. Leaving the system through job change, disablement, death, or retirement, and 

4. Determination of and payment of benefits from the System. 

 

This simulated dynamic is applied to each active member of the System.  It results in a set of 

expected future benefit payments to that member.  Bringing those expected payments to present 

value, at the assumed rate of investment return, produces the Actuarial Present Value (“APV”) 

of future benefits for that member.  In like manner, an APV of future salaries is determined. 
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The actuarial present value of future benefits and the actuarial present value of future salaries 

for the entire System are the total of these values across all members.  The remainder of the 

actuarial valuation process depends upon these building blocks. 

 

Once the basic results are derived, an actuarial method is applied in order to develop 

information on contribution levels and funding status.  An actuarial method splits the APV of 

future benefits into two components: 

 

1. Present Value of Future Normal Costs, and 

2. Actuarial Accrued Liability (“AAL”). 

 

The actuarial method in use by the State of Alaska is known as the Entry Age Normal (EAN) 

method.  Under entry age normal funding method, the Normal Cost for a member is that portion 

of the Actuarial Present Value of the increase in the value of that member’s benefit for service 

during the upcoming year.  The actuarial accrued liability is the difference between the total 

actuarial present value and the present value of all future normal costs. 

 

For JRS and NGNMRS, the present value of future benefits applies to the following benefits: 

 

 Retirement benefits 

 Withdrawal benefits 

 Disability benefits 

 Death benefits 

 Return of contributions 

 Medical benefits (JRS only) 

 Indebtedness (from contributions which might be redeposited) 

 

The retiree medical benefits are based on potential future health care benefits, while the others 

are a type of post-employment income replacement benefit, based on salary. For the medical 

benefits, estimates must be made of the future health care costs. This is done by determining 

current per capita health care claim costs by age of retiree, and projecting them into the future 

based on anticipated future health care inflation.  Per capita claims used were those used in the 

PERS and TRS valuations as of June 30, 2014 and the methodology used to determine those 

claims was found to be appropriate in the audit of those plans.    
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REVIEW OF PENSION ASSUMPTIONS AND BENEFITS  

 

G E N E R A L  
 

In our review of the testlives as well as the report we confirmed that the assumptions shown in the 

report were the assumptions used in the JRS and NGNMRS valuations.   

 
B A C K G R O U N D  

 

The findings below are based on the detailed review of one active, one retired and one deferred test 

life for both JRS and NGNMRS.  These test lives are summarized in exhibits at the end of Section 

4: 
 

Note that the active test life analyzed is not necessarily exposed to all of the possible benefits under 

the plan (i.e. already beyond the eligibility period for certain benefits, or not eligible for particular 

benefits).  Therefore, findings may occur for these other benefits in future audits depending on the 

set of test lives chosen for review at that time.  However, the vast majority of the liability for each 

plan is due to the retirement benefits, and retirement-related withdrawal benefits, so any future 

findings are also expected to be de minimus.  Also, the impact for any one test life may not be 

representative of the impact on the total plan. 
 

J U N E  3 0 ,  2 0 1 4  A U D I T  
 

No new issues were identified with the June 30, 2014 valuation.  The test cases completed by GRS 

closely match those provided by Buck. 

 

J U N E  3 0 ,  2 0 1 2  A N D  P R I O R  A U D I T S  

 

For JRS, the following minor issues remain as of the June 30, 2014 valuation.  Each of these issues 

is a matter of disclosing assumptions in the report.  There is no concern with the valuation 

methodology. 

 

Post-retirement Healthcare Administrative Expenses: 

Third party administrator fees of $194 per person per year with 5% annual increases are valued as 

part of the gross post-retirement benefit costs (over and above the per capita claims costs shown on 

page 41).  However, no per capita amount or trend is stated for this assumption.   

 

Cost-of-Living Adjustment (Report):  

No cost-of-living assumption is stated in the report. 

 

Benefit Limits: 

It appears that maximum benefit limits are being applied with indexation, but no methods or 

assumptions are disclosed. 
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REVIEW OF ACTUARIAL VALUATION METHODS 
AND PROCEDURES 

 
I. Background 

 

An actuarial valuation is a detailed statistical simulation of the future operation of a 

retirement system using the set of actuarial assumptions adopted by the Board.   

 

The actuarial values generated from this process are based not only on these 

assumptions, but also on the additional assumptions built into each actuarial firm’s 

pension valuation software.   

 

Our scope for performing the review did not include a complete replication of the 

valuation results as determined by Buck Consultants at June 30, 2014. Rather, we 

reviewed a number of sample test lives from Buck in great detail, and made our 

determinations as to whether the methods and assumptions being employed were being 

done so properly. 

 

Though this approach does not meet the rigors of a full scale replication of results – it 

still serves as a strong indicator of the appropriateness of the assumptions and methods 

being used to value the liabilities and determine the costs for these plans. 

 

II. Process: 

 
Our review process can be summarized as follows: 

 

Computation: Valuation Liabilities 

 

We analyzed test cases to compare the Actuarial Liability under the EAN funding 

method for the test cases of the JRS and NGNMRS. As a starting point, we wanted to 

first replicate Buck’s test case liabilities by using their assumptions and methods to 

ensure that the computations were in sync with the descriptions listed in the valuation 

report.  

 

When conducting an actuarial audit, and reviewing the testlives, we look at the projected 

benefits at each age for each decrement type.  We also look at the component of the 

benefit (final average earnings and years of service).  This is critical to understanding 

what the valuation system is actually valuing and making sure that they valuation is not 

“right for the wrong reasons”, (meaning, errors could occur in two different directions 

making total liabilities approximate a correct value.) 
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We also review the construction of the commutation functions- the varying probabilities 

for each decrement and the discounting to the valuation date. 

III. Actuarial Method: 

 

Findings: 

 

Although the Entry Age Normal cost method is an appropriate cost method, we had 

some concerns with the application of the cost method.  Please refer to the Actuarial 

Review of Pension and Post-Employment Healthcare Plans for PERS and TRS dated 

May 04, 2015 for a summary of those findings. 

 

IV. Actuarial Calculations: 

  

We reviewed sample test cases used for the June 30, 2014 valuation draft reports. In 

order to accomplish this, we requested a number of sample cases from Buck with 

intermediate statistics to assist us in analyzing the results. We combined this with our 

understanding of the plan provisions in an attempt to analyze the liability values 

produced by Buck for these sample cases only.  

 

Findings:  

 

We analyzed the test cases and have found nothing significant to report. 
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Conclusion and Results: 

 

We matched the liabilities in total quite closely for the test cases submitted under the 

Pension Plan and Retiree Health Plan for JRS and NGNMRS. In addition we have analyzed 

the calculations of the ancillary benefits and have provided a summary of this detailed 

analysis at the end of this section.  These exhibits provide a comparison of the calculations 

by decrement provided to us from Buck against our replication of those benefits as we 

interpret them from the plan provisions and assumptions.  We completed this detail for one 

active test life, one retired member and one deferred vested member under JRS and 

NGNMRS. We did not see any major areas of concern. 

 

In matching the present value of benefits, it is being determined that all benefits are being 

valued, and that the valuation of the liability for those benefits is consistent with the stated 

assumptions and methods. 

 

P E N S I O N  P L A N  -  J R S  
 

For JRS pension, the test life PVB match was within 0.5% on the active test case shown.  

The retiree matches to within 0.4%. The deferred vested member matches to within 0.4%.  

This would be considered as an overall match for purposes of the valuation.  

 

We have surmised there are no significant issues to report for the Pension Plan under JRS. 

 

R E T I R E E  H E A L T H  P L A N  -  J R S  
 

For JRS retiree health, the test life PVB match on the active test case was within 1.8%.  The 

retiree matches to within 0.2%. The deferred vested member matches to within 1.4%.  This 

would be considered as an overall match for purposes of the valuation. 

 

We have surmised there are no significant issues to report for the Retiree Health Plan under 

JRS. 

 

P E N S I O N  P L A N  -  N G N M R S  
 

For NGNMRS pension, the test life PVB match was within 0.0% on the active test case 

shown.  The retiree matches to within 0.0%. The deferred vested member matches to within 

0.0%.  This would be considered as an overall match for purposes of the valuation.  

 

We have surmised there are no significant issues to report for the Pension Plan under 

NGNMRS. 

Draft
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Actives

Basic Data:

   Sex

   Current Age

   Current Credited Service

Present Value of Benefits (PVB) GRS* Buck % Diff

Retirement:

Normal Retirement Benefit 528,800.85    532,774.78    -0.7%

Early Retirement Benefit 155,599.79    155,599.84    0.0%
               Total Retirement PVB 684,400.64    688,374.62    -0.6%

Disability:

Disability Benefit 3,286.19       3,286.59        0.0%

Disability Benefit < 2 -               -                

               Total Disability PVB 3,286.19       3,286.59        0.0%

Death:

Married and Eligible 1,840.19       1,840.26        0.0%

Married and Not Eligible 3,633.08       3,633.59        0.0%

Single 474.09          474.13          0.0%

Death Benefit < 2 -               -                

               Total Death PVB 5,947.37       5,947.98        0.0%

Withdrawal:

Nonvested 2,460.20       2,460.20        0.0%

Normal DV Benefit 91,266.92      91,218.14      0.1%

Normal DV Death Benefit 493.97          493.97          0.0%
               Total Withdrawal PVB 94,221.08      94,172.31      0.1%

               GRAND TOTAL PVB 787,855.28    791,781.50    -0.5%

Present Value of Benefits (PVB) GRS* Buck % Diff

Retirement:

  Benefit - Member                62,037.86      61,058.65      1.6%

  Benefit - Spouse 30,615.33      30,002.29      2.0%

  Post 65 Part D Contribution - Member (3,454.66)      (3,394.90)       1.8%

  Post 65 Part D Contribution - Spouse (2,327.23)      (2,309.14)       0.8%
               Total Retirement PVB 86,871.30      85,356.90      1.8%

Inactives - PVB GRS* Buck % Diff

Retiree - Pension 1,856,557      1,864,363      -0.4%

Retiree - Health 212,887        213,385         -0.2%

Deferred Vested - Pension 1,436,173      1,442,123      -0.4%

Deferred Vested - Health 190,790        188,138         1.4%

Actuarial Review of Pension and Health Plans - June 30, 2014

ALASKA RETIREMENT MANAGEMENT BOARD

Comparison of Present Value of Benefits - JRS

* GRS' audit of Buck 's calculation includes review of the benefit amounts, annuity values, 

assumptions and other factors related to the PVB calculation at each projected age.  

Differences may exist due to different interpretations of the statutes, as well as additional 

items as discussed throughout this audit report.

Test Case 1 - Pension

        Male

44.55

7.35

Test Case 1 - Health
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ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - JRS Pension & Health

JRS - Pension

   Benefits - Buck Valuation Terminology    Description*

Retirement:

Normal Retirement Benefit Normal Retirement (base) Benefit

Early Retirement Benefit Early Retirement (base) Benefit

Disability:

Disability Benefit Disability Benefit

Disability Benefit < 2 Disability Benefit for Employees With Less Than Two Years of Service

Death:

Married and Eligible Death Benefit for Married Participants Who are Eligible for Unreduced Benefits

Married and Not Eligible Death Benefit for Married Participants Who are Not Eligible for Unreduced Benefits

Single Refund of Contributions for Participants With no Beneficiary

Death Benefit < 2 Death (base) Benefit for Employees With Less Than Two Years of Service

Withdrawal:

Nonvested Nonvested Term Benefit

Normal DV Benefit Normal Deferred Vested Benefit

Normal DV Death Benefit Normal Deferred Vested Death benefit for Married Employees

JRS - Health

   Benefits - Buck Valuation Terminology    Description*

Retirement:

  Pre 65 <Member>                Base Benefit Paid to Employee While Employee is Under 65

  Pre 65 <Spouse> Base Benefit Paid to Spouse While Employee is Under 65

  Post 65 <Member> Base Benefit Paid to Employee While Employee is at Least 65

  Post 65 <Spouse> Base Benefit Paid to Spouse While Employee is at Least 65

  Post 65 Part D <Member> Employee Post-Age 65 Medicare Part D Reimbursement

  Post 65 Part D <Spouse> Spouse Post-Age 65 Medicare Part D Reimbursement

Disability:

  Pre 65 <Member>                Base Benefit Paid to Disabled Employee While Employee is Under 65

  Pre 65 <Spouse> Base Benefit Paid to Spouse of Disabled Employee While Employee is Under 65

  Pre 65 Contribution <Member>                Member Contributions Made While Employee is Under 65

  Pre 65 Contribution <Spouse> Spouse Contributions Made While Employee is Under 65

  Post 65 <Member> Base Benefit Paid to Disabled Employee While Employee is at Least 65

  Post 65 <Spouse> Base Benefit Paid to Spouse of Disabled Employee While Employee is at Least 65

  Post 65 Contribution <Member> Member Contributions Made While Employee is at Least 65

  Post 65 Contribution <Spouse> Spouse Contributions Made While Employee is at Least 65

  Post 65 Part D <Member> Disabled Employee Post-Age 65 Medicare Part D Reimbursement

  Post 65 Part D <Spouse> Spouse of Disabled Employee Post-Age 65 Medicare Part D Reimbursement

  Post 65 Part D Contribution <Member> Member Reimbursement for Medicare Part D

  Post 65 Part D Contribution <Spouse> Spouse Reimbursement for Medicare Part D

Death:

Pre 65 Base Benefit Paid to Spouse While Employee would have been Under 65

Post 65 Base Benefit Paid to Spouse While Employee would have been at Least 65

Post 65 Part D Spouse Post-Age 65 Medicare Part D Reimbursement

Withdrawal:

  Pre 65 <Member>                Base Benefit Paid to Terminated Employee While Employee is Under 65

  Pre 65 <Spouse> Base Benefit Paid to Spouse of Terminated Employee While Employee is Under 65

  Post 65 <Member> Base Benefit Paid to Terminated Employee While Employee is at Least 65

  Post 65 <Spouse> Base Benefit Paid to Spouse of Terminated Employee While Employee is at Least 65

  Post 65 Part D <Member> Terminated Employee Post-Age 65 Medicare Part D Reimbursement

  Post 65 Part D <Spouse> Spouse of Terminated Employee Post-Age 65 Medicare Part D Reimbursement
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Actives Test Case 1

Basic Data:

   Sex   Male

   Current Age 42.12

   Current Credited Service 10.00

Present Value of Benefits (PVB) GRS Buck % Diff    Description*

Retirement: Retirement:

Normal Retirement Benefit 6,848.86      6,848.94      0.0% Normal Retirement (base) Benefit Payable to the Participant

Normal Retirement Benefit - Spouse 348.97         349.03         0.0% Base Benefit Payable to the Spouse if the Participant Dies After Retirement

               Total Retirement PVB 7,197.83      7,197.97      0.0%

Disability: Disability:

Disability Benefit 92.55           92.54           0.0% Disability Retirement Benefit Payable to the Participant

Disability Benefit - Spouse 35.40           35.40           0.0% Disability Benefit Payable to the Spouse if the Participant Dies After Retirement

               Total Disability PVB 127.95         127.94         0.0%

Death: Death:

Death Benefit 108.62         108.62         0.0% Benefit Payable if the Participant Dies Before Retirement

               Total Death PVB 108.62         108.62         0.0%

Withdrawal: Withdrawal:

Term Benefit -              -              Termination Benefit Payable to the Participant at Retirement

Term Benefit - Spouse -              -              Termination Benefit Payable to the Spouse if the Participant Dies Before Retirement

               Total Withdrawal PVB -              -              0.0%

               GRAND TOTAL PVB 7,434.40      7,434.53      0.0%

Inactives - PVB GRS Buck % Diff

Retiree 2,238           2,238           0.0%

Deferred Vested 5,977           5,976           0.0%

* GRS' audit of Buck 's calculation includes review of the benefit amounts, annuity 

values, assumptions and other factors related to the PVB calculation at each 

projected age.  Differences may exist due to different interpretations of the statutes, 

as well as additional items as discussed throughout this audit report.

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of Pension Plans - June 30, 2014

Comparison of Present Value of Benefits - NGNMRS
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REVIEW OF CONTRIBUTION RATE 
DETERMINATION 

 

GRS was to analyze the funding method being used and verify its computation (as shown in 

page 12 of the JRS valuation report and page 10 of the NGNMRS valuation report). The goal 

here is to start with the Actuarial Accrued Liabilities and the Normal Costs that are developed 

from the data and valuation software and compare this to the assets in the system. The 

difference between the two, the Unfunded Actuarial Accrued Liability (UAAL) in conjunction 

with the Normal Cost forms the basis of the contributions that the actuary recommends the 

system make in order to ensure that benefits can be provided for current and future retirees. 

 

J U N E  3 0 ,  2 0 1 4  A U D I T :  

 

The calculations were reasonable and consistent with actuarial practice.   

 

However, for JRS, the normal cost rate for healthcare increased from 3.87% for fiscal year 2015 

to 4.48% for fiscal year 2017.  This increase happened following a similar magnitude decrease 

between the prior two years (from 5.48% down to 3.87%).  There should be discussion 

addressing this volatility in normal cost rate. 
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REVIEW OF ACTUARIAL VALUATION REPORT  
 

G A S B  N O .  6 7  D I S C L O S U R E :  

 

For purposes of Plan Reporting for the fiscal year ending June 30, 2014, Alaska JRS and 

NGNMRS will need to follow the reporting guidelines set out in GASB No. 67, which is in 

effect for Plan Years beginning after June 15, 2013. 

 

The June 30, 2014 actuarial valuation report includes GASB No. 67 reporting information.  The 

information is based on June 30, 2012 valuation information rolled forward to June 30, 2014.  

The June 30, 2014 information does not include assumption changes made effective with the 

June 30, 2014 valuation.   

 

Plan reporting requirements are included in the report.  Although not a requirement for Plan 

Reporting, it would have been ideal to receive the projection of Plan Net Position used to 

determine the blended single discount rate of 8.00% so that GRS might verify this calculation. 

 

V A L U A T I O N  R E P O R T :  

 

GRS reviewed the June 30, 2014 valuation report for scope as well as content to determine if 

actuarial statistics were being reflected fairly and if the details of the plan were being correctly 

communicated.  

 

As part of the June 30, 2012 audit, for JRS, we recommended that the COLA assumption be 

included in the assumption section and that the mechanics used for indexation of the benefit 

limits be disclosed.  This recommendation was not incorporated into the June 30, 2014 report. 

 

In general, we consider the scope and content of Buck’s report to be effective in communicating 

the financial position and contribution requirements of JRS and NGNMRS. 
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June 4, 2015 

 

 

Mr. Gary Bader 

Chief Investment Officer 

Department of Revenue, Treasury Division 

Alaska Retirement Management Board 

P.O. Box 110405 

Juneau, AK 99811-0405 

 

Subject: Actuarial Review of June 30, 2014 Defined Contribution Retirement (DCR) 

Plan Valuations for the State of Alaska Public Employees’ Tier IV (PERS) 

and Teachers’ Tier III (TRS) 

 

Dear Gary: 

 

We have performed an actuarial review of the June 30, 2014 DCR Actuarial Valuations for PERS 

and TRS. 

 

This report includes a review of: 

 

 Occupational Death and Disability Assumptions and Benefits 

 Actuarial Valuation Methods and Procedures 

 Actuarial Valuation Report 

 Potential Areas for Future Review 

 

A major part of our review is the analysis of the test lives provided by Buck Consultants. We 

have included exhibits in our report which summarize the detailed analysis of these sample test 

cases for the PERS and TRS DCR Plans, as well as a comparison of the results between Buck 

Consultants and GRS.  We wish to thank the staff of the State of Alaska Treasury Division and 

Buck Consultants without whose willing cooperation this review could not have been completed. 

 

In the June 30, 2012 valuation report, changes in underlying plan design and assumptions took 

the PERS and TRS plans from a surplus position to having an unfunded accrued liability, due 

primarily to the cost sharing allocation of the OPEB plan.  Absent additional documentation 

regarding the OPEB plan, we have concluded that there is not enough documentation that would 

permit us, as the auditing actuaries, to state that the contribution rates shown for the DCR retiree 

medical portion of the plan are an adequate and appropriate recognition of the costs of this plan. 
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There is one outstanding discrepancy in the valuation report.  This discrepancy involves the Post-

Retirement Pension Adjustment (PRPA).  The assumed timing of the PRPA is off by one year on 

all death benefits and the PRPA is not being applied at all to the deferred disability benefit for 

Peace Officers and Firefighters.  Buck has concurred and stated that they will fix this for next 

year. 

 

We can state that the contribution rate adequately represents the costs for the plan as described in 

Section 5 of the June 30, 2014 actuarial valuation reports and in the Buck email dated March 27, 

2013 (see Appendix A). 

 

Sincerely, 

Gabriel, Roeder, Smith & Company 

 

 

 

Leslie L. Thompson, FSA, FCA, EA, MAAA  Diane Hunt, FSA, FCA, EA, MAAA 

Senior Consultant      Consultant 

 

 

 

Dana L. Woolfrey, FSA, FCA, EA, MAAA 

Consultant 

 

 

cc: Ms. Judy Hall 
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EXECUTIVE SUMMARY 
 

Gabriel, Roeder, Smith & Co. was engaged by the Alaska Retirement Management Board 

(ARMB) to review the Actuarial Valuations as of June 30, 2014 for the Public Employee’s 

Retirement System Defined Contribution Retirement (DCR) Plan and the Teachers’ Retirement 

System (TRS) Defined Contribution Plan. 

 

This report presents our findings in the following areas: 

 General Approach 

 Pension Assumptions and Benefits 

 Actuarial Valuation Methods and Procedures 

 Contribution Rate Determination 

 Actuarial Valuation Report 

 Potential Areas for Future Review 

 Summary and Conclusions 

 

K E Y  F I N D I N G S  F R O M  T H E  A U D I T  O F  T H E  J U N E  3 0 ,  2 0 1 4  

V A L U A T I O N S  

 

Purpose of the audit 

 

One of the primary purposes of the audit is to partner with the Alaska Retirement Management 

Board (ARMB) in their task of recommending the contribution rates for the various plans.  

Below is a brief summary of our audit findings. 

 

What plan is to be valued? 

 

Plan design work is still underway for the DCR retiree medical plan.  There are some 

overarching concepts that Buck has received through discussions with DRB, and which Buck has 

valued starting with the June 30, 2012 valuation.  Without a fully defined plan, it is difficult to 

determine whether the contribution rate recommended supports the plan that will be in place 

when all plan details are finalized.  Thus, the contribution rates represent Buck’s best 

interpretation of the ultimate plan design, based on discussions with DRB, as documented in an 

email dated March 27, 2013 (see Appendix A).  These DCR retiree medical overall plan design 

features are: 

 

1. The State and the participants will share equally in health care cost trends over time; 

2. Medical plan provisions will change annually to accommodate the cost sharing (i.e. the 

deductible, copays etc. will change to make the trend sharing work); 
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3. This “sliding scale” of the out of pocket features is an inherent design feature for this 

retiree medical plan; 

4. By design, the medical costs in this plan will be approximately 12% lower and the 

prescription drug costs will be approximately 7% lower than those in the Defined Benefit 

plan. 

5. In the June 30, 2013 valuation, the calculation of the premium paid by retirees changed.  

Retirees pay between 10% and 30% of the total premium, depending on years of service. 

The total premium is calculated as the sum of medical, prescription and administrative 

costs, but net of the Retiree Drug Subsidy (RDS).  Prior years did not net out the RDS.  

The change was based on Buck’s latest understanding that the Plan would share the RDS 

reimbursement and use it to reduce the total premium, thereby reducing the member paid 

portion and increasing employer contribution rates. 

 

We recommend that these design features be put into writing, so that the new methods and 

assumptions employed by Buck have written support and thereby provide support for the 

recommended contribution rate.  The email with the retiree medical plan design features is 

included in Appendix A of this report. 

 

Post-Retirement Pension Adjustment (PRPA) Timing and Application 

 

The timing of the PRPA is slightly off on death benefits and is not being applied at all to the 

Peace Officers and Firefighters deferred disability.  Additional description of the issue is 

included below in “Test Life Observations”. 

 

Actuarial Cost Method Application 

 

Although GRS is able to closely replicate the total projected benefits for the sample lives that 

were reviewed, GRS would use a different methodology to subsequently assign these projected 

costs to the accrued liability and normal costs. 

 

Assumptions and Methodology 

 

The demographic assumptions were changed for PERS and TRS valuations as a result of an 

experience study.  Through the test life review completed with this audit, we generally matched 

the results of Buck Consultants.  The new assumption set was incorporated correctly.  If we 

remove the PRPA issue from the equation, we are able to reproduce the liabilities shown in the 

Buck test lives very closely. 

 

Decrement Gain/(Loss) 

 

As a part of the annual audit, we take a historical look at the gains and losses on the accrued 

liability.  Gains and losses may measure “how closely” experience matches the actuarial 

assumption.  Recurring gains or losses may indicate an assumption that is not meeting the actual 
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experience for this population.  Termination continues to be a source of losses and mortality and 

disability a source of gains for PERS year after year.  On TRS, termination, mortality and 

disability continue to be a source of gains year after year.  We will review next year’s gains and 

losses to see whether the new assumptions will better match the experience.  For both plans, 

rehires and new hires are a source of loss.   

 

The gain/(loss) analysis in the valuation reports show the following trends: 

In thousands 

TOTAL HEALTHCARE AND PENSION---PERS DCR Gain/(Loss) 

In thousands 

 2014 2013 2012 2011 

Mortality $716 $981 $672 $212 

Termination (973) (1,149)  (828)  (645) 

Disability  1,360 788 1,036 614 

New Entrants (2,513) (2,466)  (848)  (711) 

Rehires (878) (738) (154) (92) 

Other Demographic Experience 1,160 (788) (117) (429) 

Salary Increases (8) (7) 32 (67) 

Medical Claims Costs 4,879 2,887 959 321 

Total Gains/(Losses) $3,743 $(492) $752 $(797) 

: 

TOTAL HEALTHCARE AND PENSION---TRS DCR Gain/(Loss) 

In thousands 

 2014 2013 2012 2011 

Mortality $25 $24 $26 $17 

Termination 2,096 1,410 238 62 

Disability 40 40 40 23 

New Entrants (1,103) (936) (286) (264) 

Rehires (1,010) (804) (269) (163) 

Other Demographic Experience (62) (1,067) (227) (161) 

Salary Increases 1 0 0 0 

Medical Claims Costs 1,624 1,038 311 107 

Total Gains/(Losses) $1,611 $(295) $(167) $(379) 
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HEALTHCARE ONLY---PERS DCR Gain/(Loss) 

In thousands 

 2014 2013 2012 2011 

Mortality $(13) $3 $5 $8 

Termination (1,013) (1,176)  (784) (626) 

Disability  161 84 47 39 

New Entrants (2,360) (2,326) (729) (625) 

Rehires (838) (720) (140) (86) 

Other Demographic Experience 1,035 (834) (389) (114) 

Medical claims cost 4,879 2,887 959 321 

Total gain/(loss) $1,851 $(2,082) ($1,031) ($1,083) 

 

 

The above tables show experience under the prior set of assumptions effective until June 30, 

2014.  Because the assumptions were updated effective June 30, 2014, the gains and losses for 

fiscal year 2014 are essentially “lame duck” gains and losses.  Although they highlight the need 

for a new assumption set, they do not help us measure the effectiveness of the new assumptions.  

We will resume our discussions of gains and losses starting with the June 30, 2015 valuations.  In 

particular, we will be looking to see if where there continues to be a pattern of losses each year.  

 

Claim costs were estimated based on the claim costs in the defined benefit plan.  Buck made 

adjustments to these claim costs to reflect the different population and differing plan provisions. 

We concur with this approach, but have not been provided support for the modification of this 

adjustment value. 

 

DCR Retiree Medical Documentation  

 

In our review in the past two years, we endeavored to ascertain, for the DCR retiree medical 

portion of the plan, the basis for the plan as well as the changes to the assumptions that impacted 

the rates for this plan.   

HEALTHCARE ONLY---TRS DCR Gain/(Loss) 

In thousands 

 2014 2013 2012 2011 

Mortality $(24) $(17) $(5) $(3) 

Termination 2,095 1,407 238 62 

Disability  (17) (11) (4) (2) 

New Entrants (1,099) (932) (281) (262) 

Rehires (1,006) (802) (267) (162) 

Other Demographic Experience (63) (1,069) (244) (131) 

Medical claims cost 1,624 1,038 311 107 

Total gain/(loss) $1,510 $(386) $(252) $(391) 
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As of the date of the issuance of this report, we have not received any additional documentation.  

Therefore, we have concluded that there is not enough documentation that would permit us, as 

the auditing actuaries, to state that the contribution rates shown are an adequate and appropriate 

recognition of the costs for this plan.  We can state that the contribution rate adequately 

represents the costs for the plan as described in the Buck email dated March 27, 2013 (see 

Appendix A).  For a more complete discussion of the issues, please see our audit report and 

presentation to the Board in 2013. 

 

T E S T  L I F E  O B S E R V A T I O N S  

 

As part of our usual audit process we identified two potential issues with the understanding of 

benefits: 

 

1. For Peace Officers and Firefighters, the deferred disability benefit that is payable at 

normal retirement should be offset by the Defined Contribution available to the member 

at that point. 

2. The Post-Retirement Pension Adjustment (PRPA) should be applied to death and 

disability benefits. 

 

We confirmed this understanding with Staff.  Buck confirmed and indicated that they would 

reissue the draft report with the new understanding of benefits.  Subsequently, Buck issued new 

reports and test cases.   

 

In order to value the Defined Contribution Offset, Buck used a 5-year delay on the deferred 

disability benefit.  Although this approach seems reasonable, it would have been preferable to 

explicitly project a defined contribution balance based on current balances, future contributions, 

and an investment return assumption specific to the individual account. 

 

In addition, it does not appear that the PRPA was implemented successfully on all benefits.  The 

years until receipt of the PRPA is slightly off in some cases, and of particular concern, the PRPA 

was not applied at all on the deferred disability benefit. 

 

S U M M A R Y  O F  T E S T  L I F E  R E V I E W  

 

We have included as a part of this report a detailed test life results summary.   

 We matched the present value of benefits closely in total on test lives submitted for PERS 

Other, PERS-PF and TRS DCR plans, with the benefit exceptions noted above.  We have 

included exhibits in Section 4 of the report which summarize the differences in 

calculations by decrement for the test lives analyzed.   Differences between actuarial 

firms will always occur due to system differences and other nuances in the calculations 
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 GRS would use a different methodology to subsequently assign these projected costs to 

the accrued liability and normal costs. 

 For the death and disability benefits, the actuarial basis (the assumptions and methods) 

used for the funding of the plan lies within the range of reasonableness, with the 

exception that we recommend changes as noted above. 

 For the retiree healthcare benefits, the math and actuarial calculations are consistent with 

the plan as described in Appendix A.  We cannot state whether these contribution rates 

support the plan as understood by DRB. 

The following table shows the changes recommended by GRS both in the past years, newly 

identified issues and the resolution of the issue.  Newly identified issues are bolded. 
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Issue     GRS Recommendations                                       Plan   Buck Comments 

       
1. PERS Peace Officer/Firefighter       

  a. Final Average Earnings  for 
disability monthly benefits 

Should use three year average instead of five 
year average.    

DCR PERS-PF  Buck agreed to change and 
was correctly revised in 2010 

2. DCR Reports       

  a. Participation reconciliation grid Was not included in 2009 DCR Reports  Included in 2010 report 

  b. Gain/loss by source Was not included in 2009 DCR Reports  Included in 2010 report 

  c. Amortization method description Enhance clarification DCR Reports  Included in 2010 report 

 d. Definition of normal retirement 
eligibility 

Include in report for different employee groups 
 

DCR Reports  Report includes definition  

 e. Description of payment of 

occupational death benefit 

 

Clarify that normal retirement is determined 

assuming the member had lived 

 

DCR Reports  Buck confirmed that they are 

now valuing this way in 2012 

 f. Mortality disclosure 
 

Add comment on margin for future mortality 
improvements 

DCR Reports  Added in 2012 

3. Retiree Medical Plans       

  a. Participation assumed to be 100% Study and adopt participation rates DCR Retiree 

Health 

 Adopted assumptions and 

included in valuation in 2010 

  b. Claims cost    Provide additional information on adjustments 
to costs 

DCR Retiree 
Health 

 Added in  2010 

4. Occupational Death Benefit Stop payment at earliest normal retirement 
eligibility instead of age 65. 

DCR PERS, 
TRS 

 Buck agreed to change and 
was correctly revised in 2012 

5. Retiree medical plan--new policy on 

plan funding and change in plan 

value 

 Written documentation on adopted funding 

policy, cost-sharing and relative value of plan 

provisions. 
   

DCR PERS, 

TRS 

 Buck provided summary of 

discussions with DRB. 

  

6. Change to Retiree Drug Subsidy 

(RDS)  

 Questioned why the Medicare Part D subsidy 

calculation changed from prior years.  
Recommend including specifics on assumption 

change and reason in valuation.  

DCR PERS, 

TRS 

 Buck provided explanation 

that intent was to share 
subsidy with the plan.  No 

additional documentation 

provided. 
  

7. Amortization Schedule 

Typographical Error 

 The beginning-of-year payment on page 8 

should be (612) instead of (9,736) 

 

DCR TRS  Buck agreed to fix in final 

report. 

Buck did fix in final report. 

 

8.  Occupational Disability  Add % of disabilities that are assumed to be 

Occupational  

DCR TRS  Buck verified 15%.  Will 

add to assumption page. 

Buck did fix in final report. 

 

9. Disabled benefits  Normal retirement annuity should be offset 

by defined contribution account balance 

 

DCR PERS-PF  Buck will revise in final 

report. 

Buck did fix in final report 

although chose less explicit 

methodology for valuing 

offset. 

 

10. Application of Cost Method 

 

 Present value of future benefits are 

evaluated at middle of year.  Present value 

of future salary used to determine accrued 

liabilities and normal costs should also be 

evaluated at middle of year. 

 

DCR PERS, 

TRS 

 Unresolved currently. 

11. Post Retirement Pension 

Adjustment (PRPA) 

 PRPA should be applied to death and 

disability benefits. 

Although some revisions were made, there 

are still further corrections that will need to 

be made next year. 

DCR PERS-PF   Buck will revise in final 

report. 
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GENERAL APPROACH  
 

Gabriel, Roeder, Smith & Co. was charged with reviewing the actuarial valuations of TRS and 

PERS DCR plans. 

 

We requested a number of items from Buck Consultants in order to perform the actuarial review: 

 

1. We received the draft reports on April 2, 2015 for the Defined Contribution 

Retirement Plans. In December of 2014, we received valuation data for pension 

and healthcare for both plans, and we received the pension and healthcare test lives 

for the PERS and TRS DCR plans.  

 

In performing our review, we: 

 

1. Reviewed actuarial assumptions – we checked to see if they were consistent, 

comprehensive, and appeared reasonable.  

2. Reviewed the actuarial valuation reports as of June 30, 2014 for completeness, 

GASB compliance and a review of financial determinations. 

3. Reviewed, in detail, the sample members provided us – This provided us with a 

perspective on the actuarial process utilized by Buck with respect to the plan and 

allowed us to review the valuation methods and procedures. 

4. Identified areas for future review. 

 

K E Y  A C T U A R I A L  C O N C E P T S  

 

An actuarial valuation is a detailed statistical simulation of the future operation of a retirement 

system using the set of actuarial assumptions adopted by the Board.  It is designed to simulate all 

of the dynamics of such a system for each current system member including: 

 

1. Earning future service and making contributions, 

2. Receiving changes in compensation, 

3. Leaving the system through job change, disablement, death, or retirement, and 

4. Determination of and payment of benefits from the System. 

 

This simulated dynamic is applied to each active member of the System.  It results in a set of 

expected future benefit payments to that member.  Bringing those expected payments to present 

value, at the assumed rate of investment return, produces the Actuarial Present Value (“APV”) of 

future benefits for that member.  In like manner, an APV of future salaries is determined. 

 

The actuarial present value of future benefits and the actuarial present value of future salaries for 

the entire System are the total of these values across all members.  The remainder of the actuarial 

valuation process depends upon these building blocks. 
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Once the basic results are derived, an actuarial method is applied in order to develop information 

on contribution levels and funding status.  An actuarial method splits the actuarial present value 

of future benefits into two components: 

 

1. Present Value of Future Normal Costs, and 

2. Actuarial Accrued Liability (“AAL”). 

 

The actuarial method in use by the State of Alaska is known as the Entry Age Normal (EAN) 

method.  Under entry age normal funding method, the Normal Cost for a member is that portion 

of the Actuarial Present Value of the increase in the value of that member’s benefit for service 

during the upcoming year.  The actuarial accrued liability is the difference between the total 

actuarial present value and the present value of all future normal costs. 

 

For TRS and PERS DCR plans, the actuarial present value of future benefits applies to the 

following benefits: 

 Occupational Disability benefits 

 Occupational Death benefits 

 Retiree Medical benefits 

 

The retiree medical benefits are based on potential future retiree health care benefits, while the 

others are a type of post-employment income replacement benefit, based on salary. For the 

medical benefits, estimates must be made of the future health care costs. This is done by 

determining current per capita health care claim costs by age of retiree, and projecting them into 

the future based on anticipated future health care inflation.   

 

Since the DCR plan is relatively new and based on members hired after 2006 with different 

health plan rules, Buck has used the claim costs from the defined benefit plan with adjustments 

for this particular population. Buck has indicated that it is the intent to have the DCR medical 

plan designed at 88.1% of the value of the Defined Benefit retiree medical plan. We concur with 

this approach generally, but have not been provided support for this adjustment value. We 

recommend more documentation on the tactics (deeper network discounts and utilization 

changes) which will create this plan. 
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REVIEW OF ASSUMPTIONS  

 

Buck released an experience study in 2014 and the Board approved a new assumption set to be 

used beginning with the actuarial valuation as of June 30, 2014.   

 

G E N E R A L  

 

In our review of the testlives as well as the report we confirmed that the assumptions shown in 

the report were the assumptions used in the PERS and TRS DCR valuations.   

 

B A C K G R O U N D  

 

The findings below are based on the detailed review of the following test lives summarized in 

exhibits at the end of Section 4: 

 

Pension Plans 

 PERS Peace Officer/Firefighter (PERS-PF) : One active  

 PERS – Other: One active and one disabled retiree 

 TRS: One active  

 

Medical Plans 

 PERS Peace Officer/Firefighter (PERS-PF) : One active 

 PERS – Other: One active 

 TRS: One active  

 

Note that the active test lives analyzed are not necessarily exposed to all of the possible benefits 

under the plans (i.e. already beyond the eligibility period for certain benefits, or not eligible for 

particular benefits). Therefore, findings may occur for these other benefits in future audits 

depending on the set of test lives chosen for review at that time. Also, the impact for any one test 

life may not be representative of the impact on the total plan. 

 

E C O N O M I C  A S S U M P T I O N S  

 

General 

 

These assumptions simulate the impact of economic forces on the amounts and values of future 

benefits.  Key economic assumptions are the assumed rate of investment return and assumed 

rates of future salary increase. 

 

Economic assumptions are normally defined by an underlying inflation assumption.  Buck has 

cited 3.12% as its inflation assumption. In recent years, long-term inflation forecasts have been 

declining.  With the decline, the 3.12% inflation assumption is now at the higher end of the 
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generally accepted range.  Many of our clients at 3.00% inflation are choosing to move down to 

2.75%, and it is rare that we see an assumption above 3.00%. 

 

Investment Return Assumption 

 

The nominal investment return assumption is 8.00%. The assumption is net of all investment and 

administrative expenses.  A net investment return rate of 8.00% per annum is a commonly used 

assumption by many large public employee retirement systems.  Combined with the 3.12% 

inflation assumption, this yields a 4.88% real net rate of return.   

 

Although Buck’s analysis supported an 8.00% return, this analysis did not seem in line with what 

we have seen from our capital market assumption modeler as well as models from other 

actuaries.  Our capital market assumption modeler showed that 8.00% could be supported, but 

would be at the higher end of the supportable range. 

 

Retiree Medical Plan Assumptions 

 

The following assumptions were used in the June 30, 2014 valuations for the DCR plans.  

Relative value refers to the value of the DCR benefits compared to those provided by the 

Defined Benefit retiree plan.  These assumptions remained the same and were not changed as 

part of the experience analysis study changes. 

 

 Relative value of medical benefits is 88.1%; 

 Relative value of pharmacy benefits is 92.9%; 

 Member cost-sharing offset is 0.2%, reflecting cost equality in sharing future trend 

between retirees and the plan 

 

The basis for this discount of 12% rests with higher initial copays, deductibles, out of pocket 

limits and member cost sharing compared to the DB medical plan.  As experience emerges we 

recommend the discount be tested to ensure this assumption is supporting the liabilities of the 

plan. 

 

In the June 30, 2012 valuation, the assumption change on cost-sharing results was the single 

most important factor in the increase in the contribution requirements.   As noted in the 

Executive Summary, we have not been provided enough documentation on this or the relative 

value adjustment to conclude that the revised June 30, 2012 assumptions currently in use are 

appropriate for developing the costs of the retiree medical plan.   

 

Demographic Assumption Changes effective June 30, 2014  

 

The valuations included assumption changes this year that were adopted by the Board based on 

an experience analysis that evaluated population experience from July 1, 2009 to June 30, 2013.  

The PERS DCR valuation had changes in assumptions on the salary scale, pre- and post-
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retirement mortality, turnover, disability, occupational death and disability rates, health cost 

trends and trend rates for retired member medical contributions. The TRS DCR valuation had 

changes in assumptions on the salary scale, pre- and post-retirement mortality, disabled mortality, 

turnover, disability, retirement, part-time service credit, health cost trends and trend rates for 

retired member medical contributions.    

 

The newly adopted demographic assumptions appear reasonable.  The new assumption set 

includes a static mortality table which, although reasonable, may not be best practice.  This static 

mortality table is based on a standard mortality table projected to 2018.  Although projecting to 

2018 does provide some provision for increasing life expectancies, it will likely be necessary to 

include additional improvement to life expectancies at the next experience study.  Some plans are 

choosing to adopt generational mortality tables which automatically incorporate improvement in 

life expectancies – a retiree aged 55 in 2016 will live slightly longer than a retiree aged 55 in 

2015, etc.   

 

The impact of these assumption changes on accrued liabilities are shown below: 

 

Impact on Accrued Liability of Changes in Assumptions (in 000’s) 

PERS DCR 
Occupational Death and 

Disability 
Retiree Medical Total 

Peace Officer/Firefighter $(1,274) $(3,034) $(4,308) 

Other (51) (21,822) (21,873) 

PERS DCR Total $(1,325) $(24,856) $(26,181) 

    

TRS DCR Total $(50) (9,736) $(9,786) 

 

Other Assumptions 

 

Since this is a relatively new plan, the expectation is that payroll growth will be high initially and 

then level out.  The assumption used in the valuation is that payroll will grow at a rate of 3.63% 

per year. In 2014, the covered payroll grew 14% compared to 5% in the prior year.  The low 

growth in 2013 may have been due to salaries not increasing significantly or due to turnover and 

hiring new entrants at a lower pay level.  
 

 

 

 

 

 

 

Valuation year ending June 30 PERS and TRS Covered Payroll Growth 

2014 14% 

2013 5% 

2012 20% 

2011 17% 

2010 34% 

2009 55% 

2008 94% 
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REVIEW OF ACTUARIAL VALUATION METHODS AND  
PROCEDURES  

 

I. Background 

 

An actuarial valuation is a detailed statistical simulation of the future operation of a 

retirement system using the set of actuarial assumptions adopted by the Board.   

 

The actuarial values generated from this process are based not only on these assumptions, 

but also on the additional assumptions built into each actuarial firm’s pension valuation 

software.   

 

Our scope for performing the review did not include a complete replication of the 

valuation results as determined by Buck Consultants at June 30, 2014. Rather, we 

reviewed a number of sample test lives from Buck in great detail, and made our 

determinations as to whether the methods and assumptions being employed were being 

done so properly. We also reviewed the report in order to examine the aggregate results 

and conclusions of this actuarial valuation. 

 

Though this approach is not intended to meet the rigors of a full scale replication of 

results – it still serves as a strong indicator of the appropriateness of the assumptions and 

methods being used to value the liabilities and determine the costs for these plans. 

 

II. Process: 

 
Our review process can be summarized as follows: 

 

Computation: Valuation Liabilities 

 

We analyzed test cases to compare the Actuarial Liability under the EAN funding method 

for the test cases of the PERS and TRS DCR Plans. As a starting point, we wanted to first 

replicate Buck’s test case liabilities by using their assumptions and methods to ensure that 

the computations were in sync with the descriptions listed in the valuation report.  

 

When conducting an actuarial audit, and reviewing the testlives, we look at the projected 

benefits at each age for each decrement type.  We also look at the component of the 

benefit (final average earnings and years of service).  This is critical to understanding 

what the valuation system is actually valuing and making sure that the valuation is not 

“right for the wrong reasons”, (meaning, errors could occur in two different directions 

making total liabilities approximate a correct value.) 
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We also review the construction of the commutation functions- the varying probabilities 

for each decrement and the discounting to the valuation date. 

 

III. Actuarial Method: 

 

 Findings: 

 

The actuarial method used for producing PERS and TRS DCR June 30, 2014 Actuarial 

Valuations is known as the Entry Age Normal (EAN) Method.  Under this method, 

benefits are projected to the assumed occurrence of future events based on future salary 

levels and service to date. The Normal Cost is the present value of benefits to be earned 

for the current year while the Actuarial Accrued Liability (AAL) is the present value of 

benefit earned for all prior years 

 

Application of Cost Method  

 

GRS would use a different methodology to assign the projected costs to the accrued 

liability and normal costs.  See GRS’ “Actuarial Review of Pension and Postemployment 

Healthcare Plans for PERS and TRS” for additional information on this issue.  

 

Conclusion: 

 

The EAN method is the most commonly used method in the public sector.  The EAN 

method tends to produce the most stable costs- a tool widely appreciated for its budgeting 

purposes. 

 

We recommend that the retained actuary update the application of the actuarial cost 

method to align the calculation of the projected compensation and the Total Present Value 

so that the normal cost rate reflects the most appropriate allocation of plan costs over 

future compensation. 

 

Additionally, to account for the Part D subsidy in the retiree medical plan, a different set 

of numbers may need to be disclosed for GASB reporting purposes (as opposed to 

funding purposes).  We concur with this approach. 

 

IV. Actuarial Calculations: 

  

We reviewed sample test cases used for the DCR June 30, 2014 valuation draft reports. In 

order to accomplish this, we requested a number of sample cases from Buck with 

intermediate statistics to assist us in analyzing the results.  
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We combined this with our understanding of the plan provisions in an attempt to analyze 

the liability values produced by Buck for these sample cases only.  

 

Conclusion and Results: 

 

GRS identified some areas of concern regarding the Post Retirement Pension Adjustment 

(PRPA) application and timing.  We were able to closely replicate the Buck results, 

however, in order to do so we had to use assumptions regarding the PRPA which were not 

consistent with our current understanding of benefits.  By first replicating results, we 

were able to confirm that the delta between Buck results and GRS results is isolated to 

the PRPA application and timing issue. 

 

In particular: 

 

 There is an extra year of delay in the PRPA applied to death benefits 

o 6 years of delay is used on PERS (should be 5) 

o 9 years of delay is used on TRS (should be 8) 

 No PRPA is being applied to the PERS Peace Officer and Firefighters deferred 

disability   

 

In addition, the death benefit description used in the PERS report does not show the 

correct delay (8 years is shown on page 37, but the actual provision includes a delay of 5 

years). 

   

The exhibits that follow provide a comparison of the calculations by decrement provided 

to us from Buck against our replication of those benefits as we interpret them from the 

plan provisions and assumptions, prior to any revisions to the benefits that we 

recommend in the Executive Summary. We completed this detail for all active test lives 

under the PERS and TRS DCR and for one disabled test life.  

 

D E A T H  A N D  D I S A B I L I T Y  P L A N S  

 

For PERS Other pension, the active and disabled test lives actuarial present value match 

was within less than 0.4% on the test case shown.  This would be considered as an overall 

match for purposes of the valuation.   

 

For PERS Peace Officer/Firefighter pension, the active test life actuarial present value 

match was within 3.7% on the test case shown.  The mismatch is largely due to the PRPA 

that was not applied to the deferred disability benefit. 
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For TRS pension, the active test life actuarial present value match was within less than 

0.1% on the test case shown.  This would be considered as an overall match for purposes 

of the valuation.   

 

R E T I R E E  H E A L T H  P L A N S  

 

For PERS Other retiree health, the test life actuarial present value match on the 

retirement benefits decrement for active members was within less than 0.1%.  This is 

considered a reasonable match, as the retirement benefit decrement consists of 

approximately 90% of the total actuarial present value.  

 

For PERS Peace Officer/Firefighter retiree health, the test life actuarial present value 

match on the retirement benefits decrement for active members was within less than 

0.1%.  This is considered a reasonable match, as the retirement benefit decrement 

consists of approximately 90% of the total actuarial present value.  

 

For TRS retiree health, the test life actuarial present value match on the retirement 

benefits decrement for active members was within less than 0.1%.  This is considered a 

reasonable match, as the retirement benefit decrement consists of approximately 90% of 

the total actuarial present value.  

 

We conclude that the test lives are calculated correctly using the underlying assumptions, with 

the following two caveats:   

 

 Our issues regarding the plan provisions and cost-sharing assumptions for the 

retiree health benefits are discussed in the Executive Summary.   

 

 The test life results do not reflect the two benefit valuation issues discussed in the 

Executive Summary regarding the offset to the disabled annuity and the 

application of the PRPA to certain benefits.   
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Actives Actives

Basic Data: Basic Data: Basic Data: Basic Data:

   Sex Male Tier 4    Sex  Male Tier 4

   Current Age 33.87   Full time % 100%    Current Age 39.14   Full time % 100%

   Current Credited Service 7.11    Current Credited Service 2.85

Present Value of Benefits (PVB) GRS* Buck % Diff Present Value of Benefits (PVB) GRS* Buck % Diff

Disability: Disability:

   DCR Deferred 2,501.40                2,250.40          11.2%

   DCR 847.68                     847.67              0.0%    DCR Immediate 2,958.83                2,958.94          0.0%

               Total Disability PVB 847.68                     847.67              0.0%                Total Disability PVB 5,460.23                5,209.34          4.8%

Death: Death:

   DCR - married only 865.19                     858.60              0.8%    DCR - married only 1,901.25                1,887.48          0.7%

               Total Death PVB 865.19                     858.60              0.8%                Total Death PVB 1,901.25                1,887.48          0.7%

               GRAND TOTAL PVB 1,712.87                  1,706.27           0.4%                GRAND TOTAL PVB 7,361.48                7,096.82          3.7%

Actives

Basic Data: Basic Data: Disability:

   Sex  Female Tier 3    DCR Deferred Ben

   Current Age 33.71   Full time % 100%

   Part-Time Credited Service 4.20    DCR Immed Ben

Present Value of Benefits (PVB) GRS* Buck % Diff

Disability:    DCR

Death:

   DCR 290.12                     290.12              0.0%    DCR - married only

               Total Disability PVB 290.12                     290.12              0.0%

Death:

   DCR - married only 82.98                       82.54                0.5%

               Total Death PVB 82.98                       82.54                0.5%

               GRAND TOTAL PVB 373.09                     372.66              0.1%

Test Case 1 - PERS Other Test Case 2 - PERS PF

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of DCR Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - DCR PERS and TRS Pension

Test Case 3 - TRS    Benefits - Buck Valuation Terminology

Disability benefit payable upon eligibility for 

retirement (based on ret plan formula)

Disability benefit payable until eligible for normal 

retirement (based on ret plan formula)

Occupational base disability benefit base on percent 

of pay (40% of salary)

Occupational death benefit payable as annuity to 

spouse
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Actives Actives

Basic Data: Basic Data: Basic Data: Basic Data:

   Sex Male Tier 4    Sex  Male Tier 4

   Current Age 33.87   Full time % 100%    Current Age 39.14   Full time % 100%

   Current Credited Service 7.11    Current Credited Service 2.85

Present Value of Benefits (PVB) GRS* Buck % Diff Present Value of Benefits (PVB) GRS* Buck % Diff

Retirement: Retirement:

  Post 65 DCR <Member> 3,190.66                  3,190.17           0.0%   Post 65 DCR <Member> 4,390.09                4,389.42          0.0%

  Post 65 DCR <Spouse> 2,470.55                  2,470.11           0.0%   Post 65 DCR <Spouse> 3,895.07                3,894.37          0.0%

  Contrib DCR <Member>     (290.94)                    (290.90)             0.0%   Contrib DCR <Member>     (511.48)                  (511.40)            0.0%

  Contrib DCR <Spouse> (225.27)                    (225.23)             0.0%   Contrib DCR <Spouse> (447.03)                  (446.95)            0.0%

  Post 65 Part D DCR <Member> 281.27                     281.22              0.0%   Post 65 Part D DCR <Member> 388.86                   388.79             0.0%

  Post 65 Part D DCR <Spouse> 217.85                     217.79              0.0%   Post 65 Part D DCR <Spouse> 344.86                   344.77             0.0%

               Total Retirement PVB 5,644.12                  5,643.16           0.0%                Total Retirement PVB 8,060.37                8,059.00          0.0%

Actives

Basic Data: Basic Data: Retirement:

   Sex  Female Tier 3   Post 65 DCR <Member>

   Current Age 33.71   Full time % 100%

   Part-Time Credited Service 4.20   Post 65 DCR <Spouse>

Present Value of Benefits (PVB) GRS* Buck % Diff

Retirement:   Contrib DCR <Member>     

  Post 65 DCR <Member> 3,556.62                  3,556.16           0.0%

  Post 65 DCR <Spouse> 2,310.24                  2,309.98           0.0%   Contrib DCR <Spouse>

  Contrib DCR <Member>     (324.65)                    (324.61)             0.0%

  Contrib DCR <Spouse> (211.07)                    (211.04)             0.0%   Post 65 Part D DCR <Member>

  Post 65 Part D DCR <Member> 310.14                     310.06              0.0%

  Post 65 Part D DCR <Spouse> 199.58                     199.54              0.0%   Post 65 Part D DCR <Spouse>

               Total Retirement PVB 5,840.86                  5,840.09           0.0%

Actuarial Review of DCR Pension and Health Plans - June 30, 2014

Employee pre-retirement contributions

Spouse pre-retirement contributions

Base benefit paid to spouse while employee is at least 

65

Test Case 1 - PERS Other Test Case 2 - PERS PF

Test Case 3 - TRS    Benefits - Buck Valuation Terminology

Base benefit paid to employee while employee is at 

least 65

ALASKA RETIREMENT MANAGEMENT BOARD

Employee post-age 65 Medicare Part D 

reimbursement

Spouse post-age 65 Medicare Part D reimbursement

* GRS' audit of Buck's calculation includes review of the benefit amounts, annuity values, assumptions and other factors related to the PVB calculation at each projected age.  Differences may exist due 

to different interpretations of the statutes, as well as additional items as discussed throughout this audit report.

Comparison of Present Value of Benefits - DCR PERS and TRS Retiree Health

 

 

Draft



Alaska Retirement Management Board Section 4 

  

 

 23 

 

Retirees

Basic Data: Basic Data:

   Sex Male Tier 4

   Current Age 38.73 Type Disability

Annual Benefit 21,595.44                Stop date 1/31/2039

GRS* Buck % Diff

PVB 232,681.00              232,681.00       0.0%

               GRAND TOTAL PVB 232,681.00              232,681.00       0.0%

ALASKA RETIREMENT MANAGEMENT BOARD

Actuarial Review of DCR Pension and Health Plans - June 30, 2014

Comparison of Present Value of Benefits - DCR PERS Other Disability

Test Case 4 - PERS Other

* GRS' audit of Buck's calculation includes review of the benefit amounts, annuity values, assumptions and 

other factors related to the PVB calculation at each projected age.  Differences may exist due to different 

interpretations of the statutes, as well as additional items as discussed throughout this audit report.
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REVIEW OF CONTRIBUTION  
RATE DETERMINATION  

 

GRS was to analyze the funding method being used and verify its computation.  The goal here is 

to start with the Actuarial Accrued Liabilities and the Normal Costs that are developed from the 

data and valuation software and compare this to the Assets in the system. The difference between 

the two, the Unfunded Actuarial Accrued Liability (UAAL) in conjunction with the Normal Cost 

forms the basis of the contributions that the Actuary recommends the system make in order to 

ensure that benefits can be provided for current and future retirees. 

 

F I N D I N G S :  

 

The calculations were reasonable and consistent with actuarial practice.  

 

Our issues regarding the plan provisions and cost-sharing assumptions for the retiree health 

benefits are discussed in the Executive Summary.  As discussed previously, we are unable to state 

whether these contribution rates support the yet-to-be developed plan, since the retiree medical 

plan is not yet fully described. 
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REVIEW OF ACTUARIAL VALUATION REPORT 
 

G A S B  D I S C L O S U R E :  

 

For purposes of Plan Reporting for the fiscal year ending June 30, 2014, Alaska PERS and TRS 

will need to follow the reporting guidelines set out in GASB No. 67, which is in effect for Plan 

Years beginning after June 15, 2013. 

 

Findings: 

 

No issues to report. 

 

Conclusion:   

 

Buck has indicated that they do calculate the actuarial present value of assumed Part D Retiree 

Drug Subsidy (RDS) payments separately.  For funding purposes, the total healthcare liability is 

offset by the applicable RDS amounts to conform to the ARMB’s current policy of funding 

discounted net cash flow.  Figures used for GASB 43 purposes have been appropriately 

illustrated without the RDS offset. 

 

V A L U A T I O N  R E P O R T :  

 

GRS reviewed the June 30, 2014 DCR valuation reports for scope as well as content to 

determine if actuarial statistics were being reflected fairly and if the details of the plan were 

being correctly communicated.  

 

Findings: 

 

 We consider the scope and content of Buck’s report to be effective in communicating the 

financial position and contribution requirements of the PERS and TRS DCR plans. We 

believe it is in accordance with standard actuarial reporting methodologies for public 

sector systems.  

 

 Some plans are beginning to incorporate increased investment risk metrics in their 

reports.  For example, what would the change be to the contribution requirement if the 

plan experienced a -10% investment return on assets?  Some plans also include projection 

scenarios demonstrating adverse experience outcomes of the plan.  This could provide 

added value to the Alaska Retirement Management Board. 
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Conclusion: 

 

 We recommend that when plan provisions valued are not yet finalized that Buck indicate 

this in their valuation report.   

 

 We recommend that any change in valuation assumptions or interpretation of plan 

provisions be specified with the reason given for the change and the impact of the 

change. 

 

 We recommend that Buck include additional explanation for the “Other” category of 

gains and losses by source in the valuation report. 
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APPENDIX  

 

--------------------------------------------------------------------- 

From: Hulla, Christopher [mailto:Christopher.Hulla@buckconsultants.com]  

Sent: Wednesday, March 27, 2013 2:23 PM 

To: Puckett, Jim P (DOA); (mike.barnhill@alaska.gov) 

Cc: Thompson, Leslie (DAP1); Bissett, Melissa; Slishinsky, David; Ringel, Tammy; Kaltenbach, 

Kyla 

Subject: DCR Tier medical valuation 

Importance: High 

 

Mike, Jim: 

  

This email serves to document mutual understanding among the Department, Buck and GRS as 

regards the evolving features of the DCR medical plan and assumptions recommended to value 

those features as of July 1, 2012. 

  

As regards plan design, the middle column in the table below and attached contains key out-of-

pocket features included in Buck DCR medical valuations through July 1, 2011.  The rightmost 

column contains key out-of-pocket features included in Buck DCR medical valuations as of July 

1, 2012.  The relative value of DCR medical plan features as of July 1, 2012 to DB medical plan 

features is 0.881, as described in Buck’s January 4 and February 7, 2013 letters (this ratio was 

0.941 as of July 1, 2011 and earlier).  The relative value of DCR Rx plan features as of July 1, 

2012 to DB medical plan features is 0.929 (this ratio was 0.993 as of July 1, 2011 and earlier).  It 

is understood that DCR medical plan out-of-pocket amounts will increase each year with an 

appropriate trend factor such that the plan and participants share equally in health care cost trend 

over time.  Put another way, substantive provisions have been communicated, but no official 

DCR medical plan yet exists.  Therefore, the table below and attached constitutes the most 

appropriate bases for valuation of the DCR medical plan through July 1, 2011 and as of July 1, 

2012, respectively.  By reply confirmation we ask that you affirm your understanding of the DCR 

medical plan design evolution is the same as stated here. 
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Feature DCR 7/1/2011 and Prior DCR 7/1/2012 
Annual Deductible $250 

Individual                               

$500 Family ($750 but valuation 

assumes max 2-party contract) 

$250 

Individual                                                                       

$500 Family     

Annual out of Pocket 

Maximum 
Single: $2,500                         

Family: $5,000 ($2,500 / person 

but valuation assumes max 2-

party contract) 

In-Network Single: 

$2,500                                                                  In-

Network Family: 

$5,000                                                                  Out-of-

Network Single: $5,000                                             

                     Out-of Network Family: $10,000 
Lifetime Maximum $2,000,000 with $5,000 restore  $3,000,000 with $5,000 restore  

Preventive 

Care                         Well 

Baby and annual Physicals 

N/A Max benefit $2,000/member/year 

Physician Visits  80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Specialist Visits 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

MRI/CAT/Pet Scan 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Lab and X-ray 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Maternity 

Care                     Office 

Visits, Labs, X-rays 

80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Physical, Speech and 

Occupational Therapy, 

Chiropractor Visits, 

Acupuncture Treatment 

80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Inpatient 

Hospital                           
Including for child birth        

80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Outpatient Surgery 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Emergency Room Visits 80% after deductible $100 Co-pay 

Home Health Care 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Skilled Nursing Facility 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Mental Health 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Procedures requiring 

Certification 
80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Chemical Dependency 80% after deductible 80% after deductible In-Network; 60% Out-of-Network 

Prescription Drug 

Program 
80% after deductible (with 

minimum and maximum copays 

and flat mail-order copays but 

valuation uses 80% coinsurance) 

80% after deductible In-Network; 60% Out-of-Network 

 

As regards the benefit value adjustment for increasing member cost sharing features, Buck 

recommends moving from a 4.8% trend offset to trend each year to a 0.2% offset.  The 4.8% 

factor was used for prior years when our understanding was that the intent of the DCR medical 

plan was for retires to bare the majority of trend increases.  The 0.2% factor better reflects our 

current understanding that the plan and participants share equally in health care cost trend over 
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time.  This change in assumptions drives an approximately threefold increase in the retiree 

healthcare normal cost rate, as described in Buck’s work during 2012 that showed how sensitive 

DCR medical valuation results are to a range of assumptions used to project future plan costs.  

Note that we propose additional assumption changes for the DCR healthcare valuation as of 

7/1/2012 (modified HCCTR and contributory participation) that modify the impact of the revised 

benefit value adjustment for increasing member cost sharing features.  Finally, overall favorable 

claims experience at 7/1/2012 also modifies the impact of the revised benefit value adjustment 

for increasing member cost sharing features.  By reply confirmation we ask that you affirm your 

understanding of the DCR medical plan benefit value adjustment for increasing member cost 

sharing features is the same as stated here. 

 

Leslie – please do let us know if you think this email suffices for the OPEB follow up suggested 

on our call and in your email to Buck dated 3/19/2013. 

 

thx  

 

Chris Hulla 

Principal, Health and Productivity 

Buck Consultants, A Xerox Company 

1200 17th Street, Suite 1200 

Denver, CO  80202 

-------------------------------------------------------------------- Draft
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Agenda 

Discussion Items 

• Review 2014 Experience Analysis with Impact of Recommended  Actuarial Assumption Changes 

– Also proposed change in HCCTRs during 2014 actuarial valuations 

• Review 2014 Actuarial Valuation Results for PERS, TRS, PERS DCR, TRS DCR, JRS, and NGNMRS 

• Review Roll-Forward  for FY17 Contribution Rates– No Population Growth from FY14 – FY17 and 
Current and Proposed Change in HCCTRs 

– Roll-Forward of 2014 AAL and Assets to June 30, 2016 

– Development of FY17 Contribution Rates 

• Sensitivity  Testing  for 1% Decline in Active Member Population for PERS and TRS 

Appendix A – Other Information Presented in May, 2015 (For Reference Only) 

• Roll-Forward of 2014 AAL, Assets, and FY17 Contribution rates based on a 0.5% annual Active Member 
Growth rate and Historical Payroll Analysis for PERS & TRS 

Questions? 
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Review of 2014 Experience Analysis 
with Description, Justification, and 
Impact of Recommended Actuarial 
Assumption Changes 



Summary of Actuarial Assumption Recommendations 
2014 Experience Analysis 

Assumption Recommendation Justification 

Mortality Rates Adopt RP-2000 Mortality Table,  projected by Scale 

BB to 2018, with setbacks for PERS females and 

TRS, adjusted as necessary.  Increases life 

expectancy with margin for future improvement. 

Fewer deaths experienced than 

expected.  Margin of 8%-10% adds 

conservatism to allow for future 

mortality improvement. 

Retirement Rates Slightly decrease most rates retaining  slight margin 

for conservatism.  Increase some TRS rates. 

Retirement experience was less 

than expected except at some ages 

for TRS which were increased to 

match experience. 

Termination Rates Reduce select and ultimate rates for PERS with a 

slight margin.  Increase select male rates and reduce 

female ultimate rates for TRS. 

Most rates were decreased to match 

experience.  

Vested Termination 

Refund 

Decrease rate of contribution withdrawal for PERS 

Others from 15% to 10% and TRS from 10% to 5%. 

Plans experience fewer contribution 

refunds than expected. 

Disability Rates Decrease rates for PERS.  Move to unisex rates for 

TRS with general increase in rates. 

Rates adjusted to better match 

experience. 

Salary Scale Increase rates for PERS, particularly for service over 

5 years.  Increase rates for TRS, particularly in early 

service period. 

Rates were increased to better 

match experience and add some 

conservatism. 

Other Demographic  Percent married reduced for male PERS Others, and 

occupational death and disability utilization  

decreased by 5% for PERS (no change for TRS) 

Rates adjusted where necessary to 

better match experience. 
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Cost Impact of Proposed Changes in Actuarial Assumptions 
as of June 30, 2013 – PERS  

Pension* Healthcare* Total* 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Before Changes  16.64%  56.0%  9.75%  72.4%  26.39%  62.6% 

Termination Rates  0.65%  (0.1)%  0.22%  0.3%  0.87%  0.1% 

Retirement Rates  (0.10)%  0.2%  (0.11)%  0.2%  (0.21)%  0.2% 

Disability Rates  (0.01)%  0.0%  0.00%  0.0%  (0.01)%  (0.1)% 

Salary Scale  0.99%  (0.7)%  (0.05)%  0.0%  0.94%  (0.4)% 

Part Time Service Accrual  0.02%  0.0%  0.01%  0.0%  0.03%  0.0% 

Marriage Assumption   (0.01)%  0.0%  (0.16)%  0.4%  (0.17)%  0.1% 

Vested Termination Refund  0.02%  (0.1)%  0.09%  (0.1)%  0.11%  (0.1)% 

Occupational Assumption  (0.01)%  0.1%  (0.01)%  0.0%  (0.02)%  0.0% 

DV Commencement Age  (0.02)%  0.0%  (0.01)%  0.0%  (0.03)%  0.0% 

Alaska Residency Assumption  0.00%  0.0%  0.00%  0.0%  (0.00)%  0.1% 

Disabled Mortality            0.03%     (0.1)%            0.03%      (0.1)%            0.06%     (0.1)% 

Active Mortality           0.01%       0.0%            0.01%      0.0%            0.02%     0.0% 

Retired/Inactive Mortality            1.20%     (1.6)%            1.04%      (2.9)%            2.24%     (2.1)% 

Total Changes  2.77%  (2.3)%  1.06%  (2.2)%  3.83%  (2.3)% 

After Changes  19.41%  53.7%  10.81%  70.2%  30.22%  60.3% 

*Includes changes due to HB 385  
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Cost Impact of Proposed Changes in Actuarial 
Assumptions as of June 30, 2013 – TRS  

Pension* Healthcare* Total* 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Before Changes  30.73%  49.8%  12.89%  62.2%  43.62%  53.6% 

Termination Rates  0.20%  (0.1)%  (0.07)%  (0.1)%  0.13%  (0.1)% 

Retirement Rates  (0.10)%  0.0%  0.08%  (0.2)%  (0.02)%  0.0% 

Disability Rates  0.03%  0.0%  0.02%  0.0%  0.05%  0.0% 

Salary Scale  0.27%  (0.1)%  (0.03)%  0.0%  0.24%  (0.1)% 

Part-Time Service Accrual  0.07%  0.0%  0.02%  0.0%  0.09%  0.0% 

Sick Time  (0.05)%  (0.1)%  (0.03)%  0.0%  (0.08)%  0.0% 

Vested Termination Refund  0.00%  0.0%  0.07%  (0.1)%  0.07%  0.0% 

Disabled Mortality   0.04%  0.0%  0.02%  0.0%  0.06%  0.0% 

Active Mortality   0.03%  0.0%  0.01%  0.0%  0.04%  (0.1)% 

Retired/Inactive Mortality   1.16%  (0.9)%  0.65%  (1.4)%  1.81%  (1.0)% 

Total Changes  1.65%  (1.2%)  0.74%  (1.8)%  2.39%  (1.3)% 

After Changes 32.38% 48.6% 13.63% 60.4% 46.01% 52.3% 

*Includes changes due to HB385 
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Alaska PERS, TRS, and JRS 
Reasons for Proposed Change in HCCTR for 2014 Valuations 

Beginning with the 2012 Actuarial Valuation, and with Buck’s recommendation, the 

ARMB adopted the Getzen model developed by the Society of Actuaries (SOA) for 

purposes of setting the HCCTR. 

• The SOA commissioned Professor Thomas Getzen to construct a resource model for projection of long-

term ultimate healthcare cost trends. 

• Motivation for the model was driven by the need for the estimation of reportable liabilities for retiree 

healthcare benefits specified under FAS 106 and GASB 45. 

• The model assumptions were updated in 2014 by the SOA’s Project Oversight Group. 

Buck is recommending changes to the HCCTR’s for the 2014 actuarial valuations 

• To adopt changes made by the SOA update to the Getzen model. 

• To address potential savings impact of new claims administrator, networks and care management 

practices. 

• And address recent experience of significant actuarial gains on claims 

• As part of this change, Buck has set short-term HCCTR’s to blend with the new long-term rates under the 

Getzen model. 

• Although this change reduces the margin that has existed on the healthcare liabilities, significant margin 

still exists when comparing the new HCCTR’s to recent experience. 
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Alaska PERS, TRS and JRS 
Current and Proposed Healthcare Cost Trend Rates 

  
  Medical 

Pre-65 

Medical 

Post-65 Prescription Drugs 

  FY14 8.7% 6.4% 6.3% 

  FY15 8.5% 6.3% 6.2% 

  FY16 8.0% 6.3% 6.2% 

  FY17 7.5% 6.2% 6.1% 

  FY18 7.0% 6.1% 6.0% 

  FY19 6.6% 6.1% 5.8% 

  FY20 6.4% 6.1% 5.8% 

  FY25 6.0% 6.0% 5.7% 

  FY50 5.0% 5.0% 5.0% 

  FY100 4.5% 4.5% 4.5% 

  Medical 

Pre-65 

Medical 

Post-65 Prescription Drugs 

FY15 10.0% 6.0% 6.00% 

FY16 9.4% 5.9% 5.70% 

FY17 8.8% 5.8% 5.40% 

FY18 8.2% 5.7% 5.10% 

FY19 7.6% 5.6% 4.80% 

FY20 7.0% 5.6% 4.60% 

FY21 6.5% 5.6% 4.40% 

FY25 5.6% 5.6% 4.20% 

FY50 4.4% 4.0% 4.00% 

FY100 4.4% 4.0% 4.00% 

 
 

 
Current HCCTR used in 

June 30, 2013 Valuation 

Proposed HCCTR used in 

June 30, 2014 Draft  

Valuation 
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Alaska PERS 
Impact of Changes to HCCTRs and Active Member Growth 
on Funding and FY17 Contribution Rates 
($’s in thousands) 

Additional State 

Contribution 

Employer/State Funding 

Pension Healthcare Total 

Proposed HCCTRs & 0.5% per year  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,493,866   $      959,574   $   5,453,440  

Funding Ratio @ June 30, 2016 67.7% 88.7% 75.7% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,117   $      128,011   $      498,128   $        72,747  

as a % of Total Pay 15.30% 5.29% 20.59% 3.00% 

Proposed HCCTRs & No  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,495,144   $      960,353   $   5,455,497  

Funding Ratio @ June 30, 2016 67.7% 88.7% 75.7% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,263   $      128,063   $      498,326   $        75,646  

as a % of Total Pay 15.45% 5.35% 20.80% 3.16% 

Change due to No Active Member Growth 

Amount  $               146   $                52   $              198   $          2,899  

as a % of Total Pay 0.15% 0.06% 0.21% 0.16% 

Current HCCTRs & No  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,495,144   $   1,482,296   $   5,977,440  

Funding Ratio @ June 30, 2016 67.7% 83.6% 74.0% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,263   $      167,097   $      537,360   $     118,035  

as a % of Total Pay 15.45% 6.98% 22.43% 4.93% 

Change due to Current HCCTRs 

Amount  $                  -    $        39,034   $        39,034   $       42,389  

as a % of Total Pay 0.00% 1.63% 1.63% 1.77% 
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Alaska TRS 
Impact of Changes to HCCTRs and Active Member Growth 
on Funding and FY17 Contribution Rates 
($’s in thousands) 

Additional 

State 

Contribution 

Employer/State Funding 

Pension Healthcare Total 

Proposed HCCTRs & 0.5% per year Active Member 

Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,768   $    339,812   $ 2,002,580  

Funding Ratio @ June 30, 2016 77.1% 89.1% 80.7% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,254   $      38,954   $    167,208   $      107,089  

as a % of Total Pay 16.83% 5.11% 21.94% 14.05% 

Proposed HCCTRs & No Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,925   $    339,943   $ 2,002,868  

Funding Ratio @ June 30, 2016 77.1% 89.1% 80.7% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,265   $      38,962   $    167,227   $      107,216  

as a % of Total Pay 16.99% 5.16% 22.15% 14.20% 

Change due to No Active Member Growth 

Amount  $             11   $              8   $            19   $            127  

as a % of Total Pay 0.16% 0.05% 0.21% 0.15% 

Current HCCTRs & No Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,925   $    558,136   $ 2,221,061  

Funding Ratio @ June 30, 2016 77.1% 83.3% 79.0% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,265   $      54,775   $    183,040   $      124,086  

as a % of Total Pay 16.99% 7.26% 24.25% 16.44% 

Change due to Current HCCTRs 

Amount  $             -     $      15,813   $      15,813   $       16,870  

as a % of Total Pay 0.00% 2.10% 2.10% 2.24% 
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Review  
2014 Actuarial Valuation Results 



Public Employees’ Retirement System 
Peace Officer/Firefighter and Others Combined 
Pension and Postemployment Healthcare 

Actuarial Contribution Under Entry Age Actuarial Cost Method ($ in millions) 

Total Pay is expected to be $2,277 million for FY15, was $2,317 for FY14.  Assumptions and methodologies were updated for the June 30, 2014 valuation. 

*Based on proposed HCCTRs, unless otherwise noted. 

Funding 

June 30, 2014 June 30, 2013 

Pension 
Postemployment 

Healthcare* Total Total 

1. Actuarial Accrued Liability  $ 12,948  $ 7,950  $ 20,898  $ 19,993 

2. Actuarial Value of Assets   7,732   6,913   14,645   12,163 

3. Unfunded Actuarial Accrued Liability  $ 5,216  $ 1,037  $ 6,253  $ 7,830 

4. Funded Ratio   59.7%   87.0%   70.1%   60.8% 

5. Normal Cost Contribution 

• Total Normal Cost  $ 185  $ 81  $ 266  $ 247 

• Member Contribution   (98)   0   (98)   (106) 

• Employer Normal Cost  $ 87  $ 81  $ 168  $ 141 

• % of Total Pay   3.82%   3.55%   7.37%   6.11% 

6. Past Service Cost 

• Amortization of Unfunded 25 Years  $ 328  $ 65  $ 393  $ 792 

• % of Total pay   14.41%   2.86%   17.27%   34.17% 

7. Employer/State Contribution 

• Amount (Proposed HCCTRs)  $ 415  $ 146  $ 561 

• % of Total Pay   18.23%   6.41%   24.64% 

• Amount (Current HCCTRs)  $ 415  $ 179  $ 594  $ 933 

• % of Total Pay   18.23%   7.86%   26.09%   40.28% 
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Teachers’ Retirement System 
Pension and Postemployment Healthcare 

Actuarial Contribution Under Entry Age Actuarial Cost Method ($ in millions) 

Funding 

June 30, 2014 June 30, 2013 

Pension 
Postemployment 

Healthcare* Total Total 

1. Actuarial Accrued Liability  $ 6,921  $ 2,920  $ 9,841  $ 9,592 

2. Actuarial Value of Assets   3,771   2,248   6,019   4,974 

3. Unfunded Actuarial Accrued Liability  $ 3,150  $ 672  $ 3,822  $ 4,618 

4. Funded Ratio   54.5%   77.0%   61.2%   51.9% 

5. Normal Cost Contribution 

• Total Normal Cost  $ 64  $ 20  $ 84  $ 88 

• Member Contribution   (43)   0   (43)   (46) 

• Employer Normal Cost  $ 21  $ 20  $ 41  $ 42 

• % of Total Pay   2.88%   2.75%   5.63%   5.70% 

6. Past Service Cost 

• Amortization of Unfunded 25 Years  $ 198  $ 42  $ 240  $ 469 

• % of Total pay   27.42%   5.84%   33.26%   63.54% 

7. Employer/State Contribution 

• Amount (Proposed HCCTRs)  $ 219  $ 62  $ 281 

• % of Total Pay   30.30%   8.59%   38.89% 

• Amount (Current HCCTRs)  $ 219  $ 76  $ 295  $ 511 

• % of Total Pay   30.30%   10.52%   40.82%   69.24% 

Total Pay is expected to be $723 million for FY15, was $737 for FY14.  Assumptions and methodologies were updated for the June 30, 2014 valuation.  

*Based on proposed HCCTRs, unless otherwise noted. 
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Public Employees’ Retirement System 
Defined Contribution Retirement Plan 
Peace Officer/Firefighter and Others Combined 
Occupational Death and Disability and Retiree Medical 

Actuarial Contribution Under Entry Age Actuarial Cost Method 

($ in thousands) 

Total DCR pay is expected to be $865,146 for FY15, was $802,645 for FY14. 

Annual Actuarial Contribution based on current HCCTRs for Retiree Medical is $12,722, or 1.48% of DCR Pay; and in Total is $14,553, or 1.68% of DCR pay. 

Funding 

June 30, 2014 June 30, 2013 

Occupational 
Death and 
Disability Retiree Medical Total Total 

1. Actuarial Accrued Liability  $ 3,745  $ 50,217  $ 53,962  $ 63,885 

2. Actuarial Value of Assets   14,995   26,466   41,461   31,709 

3. Unfunded Actuarial Accrued Liability  $ (11,250)  $ 23,751  $ 12,501  $ 32,176 

4. Funded Ratio   400.4%   52.7%   76.8%   49.6% 

5. Annual Actuarial Contribution 
 (Proposed HCCTR) 

• Normal Cost  $ 2,538  $ 8,645  $ 11,183  $ 13,907 

• Amortization of Unfunded Over 25 Years   (757)   1,591   834   2,024 

• Total Contribution  $ 1,781  $ 10,236  $ 12,017  $ 15,931 

• % of DCR Pay   0.20%   1.18%   1.38%   1.98% 
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Teachers’ Retirement System 
Defined Contribution Retirement Plan 
Occupational Death and Disability and Retiree Medical 

Actuarial Contribution Under Entry Age Actuarial Cost Method 

($ in thousands) 

*Adjusted to offset normal cost so employer contribution is not less than $0. 

Total DCR pay is expected to be $232,051 for FY15, was $ 210,004 for FY14. 

Annual Actuarial Contribution based on current HCCTRs for Retiree Medical, and in Total, is $3,198, or 1.38% of DCR pay. 

Funding 

June 30, 2014 June 30, 2013 

Occupational 
Death and 
Disability Retiree Medical Total Total 

1. Actuarial Accrued Liability  $ 23  $ 16,273  $ 16,296  $ 22,138 

2. Actuarial Value of Assets   2,820   10,791   13,611   11,146 

3. Unfunded Actuarial Accrued Liability  $ (2,797)  $ 5,482  $ 2,685  $ 10,992 

4. Funded Ratio   12,260.9%   66.3%   83.5%   50.3% 

5. Annual Actuarial Contribution 
 (Proposed HCCTR) 

• Normal Cost  $ 169  $ 2,076  $ 2,245  $ 3,527 

• Amortization of Unfunded Over 25 Years   (169)*   372   203   747 

• Total Contribution  $ 0  $ 2,448  $ 2,448  $ 4,274 

• % of DCR Pay   0.00%   1.05%   1.05%   2.04% 
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Judicial Retirement System 
Pension and Postemployment Healthcare 

Actuarial Contribution Under Entry Age Actuarial Cost Method 

($ in thousands) 

Total Pay is expected to be $13,506,984 for FY15, was $12,474,725  for FY14. 

Annual Employer/State Contribution based on current HCCTRs for Retiree Medical is $419 or 3.10% of Total Pay, and in total is 10,457, or 77.42of Total Pay. 

*Based on Proposed HCCTRs, unless otherwise noted. 

Funding 

June 30, 2014 June 30, 2013 

Pension 
Postemployment 

Healthcare* Total Total 

1. Actuarial Accrued Liability  $ 194,430  $ 17,208  $ 211,638  $ 209,088 

2. Actuarial Value of Assets   128,004   24,074   152,078   136,739 

3. Unfunded Actuarial Accrued Liability  $ 66,426  $ (6,866)  $ 59,560  $ 72,349 

4. Funded Ratio   65.8%   139.9%   71.9%   65.4% 

5. Normal Cost Contribution 

• Total Normal Cost  $ 5,814  $ 606  $ 6,420  $ 5,652 

• Member Contribution   (817)   0   (817)   (705) 

• Employer Normal Cost  $ 4,997  $ 606  $ 5,603  $ 4,947 

• % of Total Pay   37.00%   4.48%   41.48%   39.66% 

6. Past Service Cost 

• Amortization of Unfunded 25 Years  $ 5,041  $ (312)  $ 4,729  $ 5,341 

• % of Total pay   37.32%   (2.31)%   35.01%   42.82% 

7. Employer/State Contribution for FY17 

• Amount  $ 10,038  $ 294  $ 10,332  $ 10,288 

• % of Total Pay   74.32%   2.17%   76.49%   82.48% 
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National Guard and Naval Militia Retirement 
System 

Actuarial Contribution Under Entry Age Actuarial Cost Method 

($ in thousands) 

Funding 

June 30, 2014 June 30, 2013 

Total Total 

1. Actuarial Accrued Liability  $ 36,715  $ 33,908 

2. Actuarial Value of Assets   36,272   34,179 

3. Unfunded Actuarial Accrued Liability  $ 443  $ (271) 

4. Funded Ratio   98.8%   100.8% 

5. Normal Cost Contribution 

• Total Normal Cost  $ 603  $ 632 

6. Past Service Cost 

• Amortization of Unfunded 8 Years  $ 70  $ (42) 

7. Expense Load 

• Amount  $ 194  $ 145 

7. Employer/State Contribution for FY17  $ 867  $ 735 

17 



Development of Estimated FY17 
Contribution Rates and Additional 
State Contribution for PERS & TRS 
based on 2014 Actuarial Valuations 



Recommended Implementation Procedure for 
Funding Method Changes 
Legislative intent to eliminate the 2-year contribution rate lag 

• Per discussions at the May meeting, roll-forward valuations of assets, liabilities, and contribution rates for 
FY17 were developed without active population growth (static) showing both Current and Proposed 
HCCTRs 

• Buck recommends using the most current information possible to meet the State’s budget deadline.  This 
will include audited fund balances as of June 30, 2015 if available, and if not, roll forward fund balances 
from June 30, 2014 to June 30, 2015 using investment rates of return reported for FY15. 

• Then use roll-forward valuations of assets and liabilities projected to June 30, 2016 to develop 
contribution rates for FY17 

– Accrued liabilities calculated by the 2014 actuarial valuation will be rolled forward 2 years to June 30, 
2016 

– Fund balances as of June 30, 2015 will be rolled forward one year to June 30, 2016 assuming the 
expected rate of return of 8%  

– Contribution rates will be determined for FY17 using: 

• Projected employer normal cost for FY17 

• Amortization of the projected unfunded liability at June 30, 2016 over 23 remaining years as a level 
percentage of expected FY17 payroll, not annualized for part-time members 

• Contribution rates will be determined based on FY17 projected total payroll not annualized for part-
time members and the State assistance contribution as an amount for FY17. 
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PERS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  

 
 
 

 

Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $ 12,947,759   $ 7,949,613   $ 20,897,372  

  b. FY15 Normal Cost          184,712           80,936           265,648  

  c. FY15 Est. Benefit Payments  (704,396)       (414,321)      (1,118,717) 

  d. Interest during FY15  1,020,613   624,807   1,645,420  

  e. Expected AAL as of June 30, 2015  $ 13,448,688   $ 8,241,035   $ 21,689,723  

  f.  FY16 Normal Cost          174,951           72,400           247,351  

  g. FY16 Est. Benefit Payments        (754,645)       (450,588)      (1,205,233) 

  h. Interest during FY16  1,057,767   645,894   1,703,661  

  i.  Expected AAL as of June 30, 2016   $ 13,926,761   $ 8,508,741   $ 22,435,502  

Asset Roll Forward 

  a. Valuation Assets as of 06/30/2014   $   7,731,438   $ 6,913,160   $ 14,644,598  

  b. FY15 Expected EE/ER Contributions  341,155   190,445   531,600  

  c. FY15 State Assistance  1,000,000   0   1,000,000  

  d. FY15 Est. Benefit Payments  (704,396)  (414,321)  (1,118,717) 

  e. Interest during FY15  651,420   542,887   1,194,307  

  f.  Expected AVA as of June 30, 2015  $   9,019,617   $ 7,232,171   $ 16,251,788  

  g. FY16 Expected EE/ER Contributions  367,125   160,160   527,285  

  h. FY16 State Assistance  88,586   37,934   126,520  

  i. FY16 Est. Benefit Payments  (754,645)  (450,588)  (1,205,233) 

  j. Interest during FY16  710,934   568,711   1,279,645  

  k.  Expected AVA as of June 30, 2016  $  9,431,617   $ 7,548,388   $ 16,980,005  

Expected Unfunded Liability @ June 30, 2016   $ 4,495,144   $    960,353   $   5,455,497  

Funding Ratio as of June 30, 2016  67.7%  88.7%  75.7% 
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PERS Roll-Forward Estimate 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  
 
 Pension Healthcare* Total 

Expected Annual Salary for FY17 

  a. Defined Benefit Members  $  1,282,135  

  b. Defined Contribution Members      1,114,011  

  c. Total Members  $  2,396,146  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $     165,447   $     64,642   $     230,089  

  b.  23 Year Amortization Payment, Level %         296,854          63,421          360,275 

  c.  Total Contribution  $     462,301  $   128,063  $     590,364 

  d.  Member Contributions           92,038                -              92,038 

  e.  ER/State Contributions  $     370,263  $   128,063  $     498,326 

  f.   ER/State Contribution % 15.45% 5.35% 20.80% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan 20.80%  $   498,326 

  b.  DCR Contribution 4.36%       104,472  

  c.  Total Required Contribution 25.16%  $   602,798 

  d.  Total Limited Employer Contribution (22.00%)      (527,152) 

  e.  Estimated Additional State Cont. for FY17 3.16%  $     75,646 

*  Based on proposed changes in Healthcare Cost Trend Rates. 
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PERS Roll-Forward Estimate 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Current HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  
 
 
 
 

Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $ 12,947,759   $ 8,386,643  $  21,334,402  

  b. FY15 Normal Cost  184,712   86,653   271,365  

  c. FY15 Est. Benefit Payments  (704,396)  (414,321)  (1,118,717) 

  d. Interest during FY15  1,020,613   660,227   1,680,840  

  e. Expected AAL as of June 30, 2015  $ 13,448,688   $ 8,719,202   $   22,167,890  

  f.  FY16 Normal Cost  174,951   77,514   252,465  

  g. FY16 Est. Benefit Payments  (754,645)  (450,588)  (1,205,233) 

  h. Interest during FY16  1,057,767   684,556   1,742,323  

  i.  Expected AAL as of June 30, 2016   $  13,926,761   $ 9,030,684   $  22,957,445  

Asset Roll Forward 

  a. Valuation Assets as of 06/30/2014  $  7,731,438   $ 6,913,160   $ 14,644,598  

  b. FY15 Expected EE/ER Contributions  341,155   190,445   531,600  

  c. FY15 State Assistance  1,000,000   -     1,000,000  

  d. FY15 Est. Benefit Payments  (704,396)  (414,321)  (1,118,717) 

  e. Interest during FY15  651,420   542,887   1,194,307  

  f.  Expected AVA as of June 30, 2015  $  9,019,617   $ 7,232,171   $ 16,251,788  

  g. FY16 Expected EE/ER Contributions  367,125   160,160   527,285  

  h. FY16 State Assistance  88,586   37,934   126,520  

  i. FY16 Est. Benefit Payments  (754,645)  (450,588)  (1,205,233) 

  j. Interest during FY16  710,934   568,711   1,279,645  

  k.  Expected AVA as of June 30, 2016  $ 9,431,617   $ 7,548,388   $ 16,980,005  

Expected Unfunded Liability @ June 30, 2016  $  4,495,144   $ 1,482,296   $  5,977,440  

Funding Ratio as of June 30, 2016  67.7%  83.6%  74.0% 
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PERS Roll-Forward Estimate 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Current HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  

 
 

23 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

  a. DB Members  $ 1,282,135 

  b. DCR Members   1,114,011 

  c. Total Members  $ 2,396,146 

FY17 Estimated ER/State Actuarial Contributions 

  a. Total Normal Cost  $ 165,447  $ 69,208  $ 234,655 

  b. 23 Year Amortization Payment, Level %  296,854   97,889   394,743 

  c. Total Contribution  $ 462,301  $ 167,097  $ 629,398 

  d. Member Contributions   92,038   -   92,038 

  e. ER/State Contributions  $ 370,263  $ 167,097  $ 537,360 

  f.  ER/State Contribution %   15.45%   6.98%   22.43% 

FY17 Estimated Additional State Contribution Rate Amount 

  a. Total Actuarial Contribution for DB Plan   22.43%  $ 537,360 

  b. DCR Contribution   4.50%   107,827 

  c. Total Required Contribution   26.93%  $ 645,187 

  d. Total Limited Employer Contribution   (22.00%)   (527,152) 

  e. Estimated Additional State Cont. for FY17   4.93%  $ 118,035 

*  Based on no changes in Healthcare Cost Trend Rates. 

 



TRS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  
 
 

Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $ 6,921,362   $  2,919,670   $ 9,841,032  

  b. FY15 Normal Cost  63,608   19,846   83,454  

  c. FY15 Est. Benefit Payments  (431,541)          (148,746)  (580,287) 

  d. Interest during FY15  540,428   228,829   769,257  

  e. Expected AAL as of June 30, 2015  $ 7,093,857   $  3,019,599   $ 10,113,456  

  f.  FY16 Normal Cost  60,050   18,119   78,169  

  g. FY16 Est. Benefit Payments  (452,928)  (158,776)  (611,704) 

  h. Interest during FY16  553,033   236,258   789,291  

  i.  Expected AAL as of June 30, 2016  $  7,254,012   $ 3,115,200   $ 10,369,212  

Asset Roll Forward 

  a. Valuation Assets as of June 30, 2014  $ 3,771,139   $ 2,248,135   $  6,019,274  

  b. FY15 Expected EE/ER Contributions  77,782   29,844   107,626  

  c. FY15 State Assistance  1,662,700   337,300   2,000,000  

  d. FY15 Est. Benefit Payments  (431,541)  (148,746)  (580,287) 

  e. Interest during FY15  368,687   191,388   560,075  

  f.  Expected AVA as of June 30, 2015  $  5,448,767   $ 2,657,921   $  8,106,688  

  g. FY16 Expected EE/ER Contributions  77,740   26,516   104,256  

  h. FY16 State Assistance  90,590   39,519   130,109  

  i. FY16 Est. Benefit Payments  (452,928)  (158,776)  (611,704) 

  j. Interest during FY16  426,918   210,077   636,995  

  k.  Expected AVA as of June 30, 2016  $  5,591,087   $ 2,775,257   $  8,366,344  

Expected Unfunded Liability @ June 30, 2016  $ 1,662,925   $    339,943   $  2,002,868  

Funding Ratio as of June 30, 2016  77.1%  89.1%  80.7% 
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TRS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  
 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

      a. DB Members  $            439,854  

      b. DCR Members                 314,991  

      c. Total Members Salary  $           754,845  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $           56,551   $            16,513   $              73,064  

  b.  23 Year Amortization Payment, Level %             109,818                 22,449                 132,267  

  c.  Total Contribution  $         166,369   $            38,962   $            205,331  

  d.  Member Contributions               38,104                          -                     38,104  

  e.  ER/State Contributions  $         128,265   $            38,962   $            167,227  

  f.   ER/State Contribution % 16.99% 5.16% 22.15% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan 22.15%  $       167,227  

  b.  DCR Contribution 4.61%            34,798  

  c.  Total Required Contribution 26.76%  $       202,025  

  d.  Total Limited Employer Contribution -12.56%           (94,809) 

  e.  Estimated Additional State Cont. for FY17 14.20%  $       107,216  

*  Includes proposed reduction in Healthcare Cost Trend Rates. 
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TRS Roll-Forward Estimate 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Current HCCTRs and No Active Member Growth to FY17 - ($’s in thousands)  
 

Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $ 6,921,362   $ 3,103,624   $ 10,024,986  

  b. FY15 Normal Cost  63,608   21,532   85,140  

  c. FY15 Est. Benefit Payments  (431,541)  (148,746)  (580,287) 

  d. Interest during FY15  540,428   243,680   784,108  

  e. Expected AAL as of June 30, 2015  $ 7,093,857   $ 3,220,090   $ 10,313,947  

  f.  FY16 Normal Cost  60,050   19,658   79,708  

  g. FY16 Est. Benefit Payments  (452,928)  (158,776)  (611,704) 

  h. Interest during FY16  553,033   252,421   805,454  

  i.  Expected AAL as of June 30, 2016  $  7,254,012   $ 3,333,393   $  10,587,405  

Asset Roll Forward 

  a. Valuation Assets as of June 30, 2014  $ 3,771,139   $  2,248,135   $  6,019,274  

  b. FY15 Expected EE/ER Contributions  77,782   29,844   107,626  

  c. FY15 State Assistance  1,662,700   337,300   2,000,000  

  d. FY15 Est. Benefit Payments  (431,541)  (148,746)  (580,287) 

  e. Interest during FY15  368,687   191,388   560,075  

  f.  Expected AVA as of June 30, 2015  $ 5,448,767   $ 2,657,921   $ 8,106,688  

  g. FY16 Expected EE/ER Contributions  77,740   26,516   104,256  

  h. FY16 State Assistance  90,590   39,519   130,109  

  i. FY16 Est. Benefit Payments  (452,928)  (158,776)  (611,704) 

  j. Interest during FY16  426,918   210,077   636,995  

  k.  Expected AVA as of June 30, 2016  $ 5,591,087   $ 2,775,257   $ 8,366,344  

Expected Unfunded Liability @ June 30, 2016  $ 1,662,925   $ 558,136   $  2,221,061  

Funding Ratio as of June 30, 2016  77.1%  83.3%  79.0% 
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TRS Roll-Forward Estimate 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Current HCCTRs and No Active Member Growth to FY17 - ($’s in thousands) 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

      a. DB Members  $            439,854  

      b. DCR Members                 314,991  

      c. Total Members Salary  $           754,845  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $           56,551   $            17,916   $              74,467  

  b.  23 Year Amortization Payment, Level %             109,818                 36,859                 146,677  

  c.  Total Contribution  $         166,369   $            54,775   $            221,144  

  d.  Member Contributions               38,104                          -                     38,104  

  e.  ER/State Contributions  $         128,265   $            54,775   $            183,040  

  f.   ER/State Contribution % 16.99% 7.26% 24.25% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan 24.25%  $       183,040  

  b.  DCR Contribution 4.75%            35,855  

  c.  Total Required Contribution 29.00%  $       218,895  

  d.  Total Limited Employer Contribution -12.56%           (94,809) 

  e.  Estimated Additional State Cont. for FY17 16.44%  $       124,086  

*  Based on no change in Healthcare Cost Trend Rates. 
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Sensitivity Testing - 
Impact of 1% Decline in Active Population 
for PERS & TRS 



PERS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and 1% Decline in Active Population to FY17             
($’s in thousands)  

 

 
Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $12,947,759   $7,949,613   $20,897,372  

  b. FY15 Normal Cost         184,712          80,936          265,648  

  c. FY15 Est. Benefit Payments       (704,396)      (414,321)     (1,118,717) 

  d. Interest during FY15 1,020,613  624,807  1,645,420  

  e. Expected AAL as of June 30, 2015  $13,448,688   $8,241,035   $21,689,723  

  f.  FY16 Normal Cost         174,951          72,400          247,351  

  g. FY16 Est. Benefit Payments       (754,645)      (450,588)     (1,205,233) 

  h. Interest during FY16 1,057,767  645,894  1,703,661  

  i.  Expected AAL as of June 30, 2016  $13,926,761   $8,508,741   $22,435,502  

Asset Roll Forward 

  a. Valuation Assets as of 06/30/2014  $  7,731,438   $6,913,160   $14,644,598  

  b. FY15 Expected EE/ER Contributions 341,155  190,445  531,600  

  c. FY15 State Assistance 1,000,000  0  1,000,000  

  d. FY15 Est. Benefit Payments (704,396) (414,321) (1,118,717) 

  e. Interest during FY15 651,420  542,887  1,194,307  

  f.  Expected AVA as of June 30, 2015  $  9,019,617   $7,232,171   $16,251,788  

  g. FY16 Expected EE/ER Contributions 364,679  158,670  523,349  

  h. FY16 State Assistance 88,586  37,934  126,520  

  i. FY16 Est. Benefit Payments (754,645) (450,588) (1,205,233) 

  j. Interest during FY16 710,934  568,711  1,279,645  

  k.  Expected AVA as of June 30, 2016  $  9,429,171   $7,546,898   $16,976,069  

Expected Unfunded Liability @ June 30, 2016  $  4,497,590   $   961,843   $  5,459,433  

Funding Ratio as of June 30, 2016 67.7% 88.7% 75.7% 
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PERS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and 1% Decline in Active Population to FY17             
($’s in thousands)  

 
Pension Healthcare* Total 

Expected Annual Salary for FY17 

  a. Defined Benefit Members  $  1,282,135  

  b. Defined Contribution Members      1,090,050  

  c. Total Members  $  2,372,185  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $     165,447   $     64,642   $     230,089  

  b.  23 Year Amortization Payment, Level %         297,016          63,519          360,535  

  c.  Total Contribution  $     462,463   $   128,161   $     590,624  

  d.  Member Contributions           92,038                 -              92,038  

  e.  ER/State Contributions  $     370,425   $   128,161   $     498,586  

  f.   ER/State Contribution % 15.62% 5.40% 21.02% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan 21.02%  $   498,586  

  b.  DCR Contribution 4.32%       102,478  

  c.  Total Required Contribution 25.34%  $   601,064  

  d.  Total Limited Employer Contribution -22.00%      (521,881) 

  e.  Estimated Additional State Cont. for FY17 3.34%  $     79,183  

*  Based on proposed changes in Healthcare Cost Trend Rates. 
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TRS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and 1% Decline in Active Population to FY17            
 ($’s in thousands)  

 Pension Healthcare Total 

Actuarial Accrued Liability Roll Forward 

  a. AAL as of June 30, 2014  $   6,921,362   $    2,919,670   $      9,841,032  

  b. FY15 Normal Cost            63,608             19,846               83,454  

  c. FY15 Est. Benefit Payments         (431,541)         (148,746)           (580,287) 

  d. Interest during FY15          540,428            228,829             769,257  

  e. Expected AAL as of June 30, 2015  $   7,093,857   $    3,019,599   $    10,113,456  

  f.  FY16 Normal Cost            60,050             18,119               78,169  

  g. FY16 Est. Benefit Payments         (452,928)         (158,776)           (611,704) 

  h. Interest during FY16          553,033            236,258             789,291  

  i.  Expected AAL as of June 30, 2016  $   7,254,012   $    3,115,200   $    10,369,212  

Asset Roll Forward 

  a. Valuation Assets as of June 30, 2014  $   3,771,139   $    2,248,135   $      6,019,274  

  b. FY15 Expected EE/ER Contributions            77,782             29,844             107,626  

  c. FY15 State Assistance       1,662,700            337,300           2,000,000  

  d. FY15 Est. Benefit Payments         (431,541)         (148,746)           (580,287) 

  e. Interest during FY15          368,687            191,388             560,075  

  f.  Expected AVA as of June 30, 2015  $   5,448,767   $    2,657,921   $      8,106,688  

  g. FY16 Expected EE/ER Contributions            77,439             26,266             103,705  

  h. FY16 State Assistance            90,590             39,519             130,109  

  i. FY16 Est. Benefit Payments         (452,928)         (158,776)           (611,704) 

  j. Interest during FY16          426,918            210,077             636,995  

  k.  Expected AVA as of June 30, 2016  $   5,590,786   $    2,775,007   $      8,365,793  

Expected Unfunded Liability @ June 30, 2016  $   1,663,226   $       340,193   $      2,003,419  

Funding Ratio as of June 30, 2016 77.1% 89.1% 80.7% 
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TRS Roll-Forward Estimate  
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016  
Proposed HCCTRs and 1% Decline in Active Population to FY17            
 ($’s in thousands)  

 

32 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

      a. DB Members  $            439,854  

      b. DCR Members                 307,443  

      c. Total Members Salary  $           747,297  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $           56,551   $            16,513   $              73,064  

  b.  23 Year Amortization Payment, Level %             109,838                 22,466                 132,304  

  c.  Total Contribution  $         166,389   $            38,979   $            205,368  

  d.  Member Contributions               38,104                          -                     38,104  

  e.  ER/State Contributions  $         128,285   $            38,979   $            167,264  

  f.   ER/State Contribution % 17.17% 5.22% 22.38% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan 22.38%  $       167,264  

  b.  DCR Contribution 4.54%            33,927  

  c.  Total Required Contribution 26.92%  $       201,191  

  d.  Total Limited Employer Contribution -12.56%           (93,861) 

  e.  Estimated Additional State Cont. for FY17 14.36%  $       107,330  

*  Includes proposed reduction in Healthcare Cost Trend Rates. 
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Appendix A 



New Roll-Forward Procedure for PERS 
Projected Accrued Liability, Assets, and Funding Ratio 
to June 30, 2016 ($’s in thousands) 

 

 
 

Pension Healthcare Total

Actuarial Accrued Liability Roll Forward

  a. AAL as of June 30, 2014 12,947,759$    7,949,613$      20,897,372$   

  b. FY15 Normal Cost 184,712          80,936            265,648         

  c. FY15 Est. Benefit Payments (704,396)         (414,321)         (1,118,717)     

  d. Interest during FY15 1,020,613 624,807 1,645,420

  e. Expected AAL as of June 30, 2015 13,448,688$    8,241,035$      21,689,723$   

  f.  FY16 Normal Cost 174,951          72,400            247,351         

  g. FY16 Est. Benefit Payments (754,645)         (450,588)         (1,205,233)     

  h. Interest during FY16 1,057,767 645,894 1,703,661

  i.  Expected AAL as of June 30, 2016 13,926,761$    8,508,741$      22,435,502$   

Asset Roll Forward

  a. Valuation Assets as of 06/30/2014 7,731,438$      6,913,160$      14,644,598$   

  b. FY15 Expected EE/ER Contributions 341,155 190,445 531,600

  c. FY15 State Assistance 1,000,000 0 1,000,000

  d. FY15 Est. Benefit Payments (704,396) (414,321) (1,118,717)

  e. Interest during FY15 651,420 542,887 1,194,307

  f.  Expected AVA as of June 30, 2015 9,019,617$      7,232,171$      16,251,788$   

  g. FY16 Expected EE/ER Contributions 368,354 160,910 529,264

  h. FY16 State Assistance 88,586 37,934 126,520

  i. FY16 Est. Benefit Payments (754,645) (450,588) (1,205,233)

  j. Interest during FY16 710,983 568,740 1,279,723

  k.  Expected AVA as of June 30, 2016 9,432,895$      7,549,167$      16,982,062$   

Expected Unfunded Liability @ June 30, 2016 4,493,866$      959,574$        5,453,440$     

Funding Ratio as of June 30, 2016 67.7% 88.7% 75.7%
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New Roll-Forward Procedure for PERS 
Contribution Rates, Amounts, and Additional State Contribution for FY17 
($’s in thousands) 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

  a. Defined Benefit Members  $  1,282,135  

  b. Defined Contribution Members      1,136,577  

  c. Total Members  $  2,418,712  

FY17 Estimated ER/State Actuarial Contributions 

  a.  Total Normal Cost   $     165,447   $     64,642   $     230,089  

  b.  23 Year Amortization Payment, Level %         296,770          63,369          360,139  

  c.  Total Contribution  $     462,217   $   128,011   $     590,228  

  d.  Member Contributions           92,100                 -              92,100  

  e.  ER/State Contributions  $     370,117   $   128,011   $     498,128  

  f.   ER/State Contribution %  15.30%  5.29%  20.59% 

FY17 Estimated Additional State Contribution Rate Amount 

  a.  Total Actuarial Contribution for DB Plan  20.59%  $   498,128  

  b.  DCR Contribution  4.41%       106,736  

  c.  Total Required Contribution  25.00%  $   604,864  

  d.  Total Limited Employer Contribution  (22.00%)      (532,117) 

  e.  Estimated Additional State Cont. for FY17  3.00%  $     72,747  

*  Includes proposed reduction in Healthcare Cost Trend Rates. 
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New Roll-Forward Procedure for PERS 
Reconciliation of Estimated Unfunded Actuarial Accrued Liability 
Showing Projected Interest and Principal Portions for FY15 ($’s in thousands) 

Pension Healthcare Total

1. Unfunded Actuarial Accrued Liability at June 30, 2014 5,216,321$   1,036,453$ 6,252,774$   

2. FY15 Total Normal Cost 184,712$      80,936$      265,648$      

3. FY15 25 yr Amortization Payment

a. Interest 417,306$      82,916$      500,222$      

b. Scheduled Principal (89,209)        (17,725)      (106,934)      

c. Amortization Payment [a + b] 328,097$      65,191$      393,288$      

4. FY15 Actuarial Contribution [2 + 3c] 512,809$      146,127$    658,936$      

5. FY15 UAAL Principal Payment 

a. FY15 Actual Contributions 1,341,155$   190,445$    1,531,600$   

b. Total Normal Cost (184,712)      (80,936)      (265,648)      

c. Interest on Liability (1,020,613) (624,807) (1,645,420)

d. Expected Asset ROR 651,420       542,887      1,194,307     

e. Principal paid [a + b + c + d] 787,250$      27,589$      814,839$      

f. Scheduled Principal (89,209)        (17,725)      (106,934)      

g. Excess/(Deficit) Principal [e - f] 876,459$      45,314$      921,773$      

6. Estimated Unfunded Actuarial Accrued Liability 

    at June 30, 2015 [1 - 5e] 4,429,071$   1,008,864$ 5,437,935$   
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New Roll-Forward Procedure for PERS 
Reconciliation of Estimated Unfunded Actuarial Accrued Liability 
Showing Projected Interest and Principal Portions for FY16 ($’s in thousands) 

Pension Healthcare Total

6. Estimated Unfunded Actuarial Accrued Liability 

    at June 30, 2015 [1 - 5e] 4,429,071$   1,008,864$ 5,437,935$   

7. FY16 Total Normal Cost 174,951$      72,400$      247,351$      

8. FY16 24 yr Amortization Payment

a. Interest 354,326$      80,709$      435,035$      

b. Scheduled Principal (69,104)        (15,740)      (84,844)        

c. Amortization Payment [a + b] 285,222$      64,969$      350,191$      

9. FY16 Actuarial Contribution [7 + 8c] 460,173$      137,369$    597,542$      

10. FY16 UAAL Principal Payment 

a. FY16 Actual Contributions 456,940$      198,844$    655,784$      

b. Total Normal Cost (174,951)      (72,400)      (247,351)      

c. Interest on Liability (1,057,767) (645,894) (1,703,661)

d. Expected Asset ROR 710,983 568,740 1,279,723

e. Principal paid [a + b + c + d] (64,795)$      49,290$      (15,505)$      

f. Scheduled Principal (69,104)        (15,740)      (84,844)        

g. Excess/(Deficit) Principal [e - f] 4,309$         65,030$      69,339$       

11. Estimated Unfunded Actuarial Accrued Liability 

     at June 30, 2016 [6 - 10e] 4,493,866$   959,574$    5,453,440$   
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Alaska PERS 
2014 Actuarial Valuation – Final Financial Projections 
($ in 000s) 
 

FY 15 

Investment 

Return 8.00% 

Valuation Amounts on July 1 (Beginning of Fiscal Year) Flow Amounts During Following 12 Months Recognized Ending 

Fiscal Actuarial Accrued Funding Surplus Total Er/State DCR Total Employer State Employee Total Benefit Net Investment Asset Actuarial 

Year End Assets  Liability Ratio (Deficit) Salaries Ctb Rate Ctb Rate Ctb Rate Contribs Contribs Contribs Contribs Payments Contribs Earnings Gain/(Loss) Assets 

-------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- 

2015 $14,644,598  $20,897,373  70.1% ($6,252,775) $2,277,383  62.47% 3.57% 66.04% $422,632  $1,000,000  $108,968  $1,531,600  $1,118,717  $412,883  $1,194,307  $0  $16,251,788  

2016 16,251,788  21,689,723  74.9% (5,437,935) 2,344,661  23.51% 4.00% 27.51% 424,617  126,520  104,647  655,784  1,205,233  (549,449) 1,279,723  0  16,982,062  

2017 16,982,062  22,435,502  75.7% (5,453,440) 2,418,712  20.59% 4.41% 25.00% 425,381  72,747  101,114  599,242  1,287,476  (688,234) 1,330,234  0  17,624,062  

2018 17,624,062  23,162,858  76.1% (5,538,796) 2,498,486  20.21% 4.81% 25.02% 429,514  75,445  97,415  602,374  1,367,268  (764,894) 1,378,430  0  18,237,598  

2019 18,237,598  23,830,226  76.5% (5,592,628) 2,581,702  19.70% 5.19% 24.89% 434,068  74,528  93,257  601,853  1,447,217  (845,364) 1,424,052  0  18,816,286  

2020 18,816,286  24,451,257  77.0% (5,634,971) 2,668,847  19.24% 5.55% 24.79% 439,140  74,402  89,233  602,775  1,527,855  (925,080) 1,466,945  0  19,358,151  

2021 19,358,151  25,022,527  77.4% (5,664,376) 2,761,743  18.82% 5.89% 24.71% 444,952  74,685  85,155  604,792  1,607,350  (1,002,558) 1,507,001  0  19,862,594  

2022 19,862,594  25,542,380  77.8% (5,679,786) 2,858,098  18.44% 6.21% 24.65% 451,195  75,917  81,175  608,287  1,688,289  (1,080,002) 1,544,098  0  20,326,690  

2023 20,326,690  26,006,011  78.2% (5,679,321) 2,958,040  18.11% 6.52% 24.63% 457,886  77,888  77,052  612,826  1,768,941  (1,156,115) 1,578,051  0  20,748,626  

2024 20,748,626  26,409,284  78.6% (5,660,658) 3,062,078  17.82% 6.81% 24.63% 465,165  80,634  60,766  606,565  1,847,543  (1,240,978) 1,608,326  0  21,115,974  

2025 21,115,974  26,750,527  78.9% (5,634,553) 3,171,109  17.61% 7.08% 24.69% 473,198  85,193  56,515  614,906  1,913,139  (1,298,233) 1,635,435  0  21,453,176  

2026 21,453,176  27,025,159  79.4% (5,571,983) 3,288,892  17.36% 7.33% 24.69% 482,531  88,549  52,271  623,351  1,987,383  (1,364,032) 1,659,719  0  21,748,863  

2027 21,748,863  27,232,448  79.9% (5,483,585) 3,410,736  17.16% 7.56% 24.72% 492,490  92,751  47,995  633,236  2,059,912  (1,426,676) 1,680,846  0  22,003,033  

2028 22,003,033  27,368,769  80.4% (5,365,736) 3,536,954  16.97% 7.77% 24.74% 503,141  97,240  44,035  644,416  2,130,685  (1,486,269) 1,698,788  0  22,215,552  

2029 22,215,552  27,431,673  81.0% (5,216,121) 3,669,113  16.84% 7.97% 24.81% 514,781  102,967  39,875  657,623  2,199,009  (1,541,386) 1,713,633  0  22,387,799  

2030 22,387,799  27,418,100  81.7% (5,030,301) 3,807,328  16.71% 8.15% 24.86% 527,324  108,810  36,155  672,289  2,264,651  (1,592,362) 1,725,432  0  22,520,869  

2031 22,520,869  27,325,213  82.4% (4,804,344) 3,951,954  16.61% 8.31% 24.92% 540,892  115,425  32,620  688,937  2,329,710  (1,640,773) 1,734,231  0  22,614,327  

2032 22,614,327  27,147,808  83.3% (4,533,481) 4,100,578  16.53% 8.46% 24.99% 555,102  122,536  29,234  706,872  2,389,782  (1,682,910) 1,740,144  0  22,671,561  

2033 22,671,561  26,886,446  84.3% (4,214,885) 4,257,537  16.48% 8.60% 25.08% 570,557  131,085  25,717  727,359  2,445,092  (1,717,733) 1,743,520  0  22,697,348  

2034 22,697,348  26,538,798  85.5% (3,841,450) 4,422,001  16.43% 8.72% 25.15% 587,153  139,583  22,817  749,553  2,492,487  (1,742,934) 1,744,783  0  22,699,197  

2035 22,699,197  26,106,885  86.9% (3,407,688) 4,595,728  16.42% 8.83% 25.25% 605,161  149,311  19,775  774,247  2,532,693  (1,758,446) 1,744,585  0  22,685,336  

2036 22,685,336  25,591,806  88.6% (2,906,470) 4,784,893  16.42% 8.93% 25.35% 625,292  160,236  16,602  802,130  2,566,125  (1,763,995) 1,743,592  0  22,664,933  

2037 22,664,933  24,994,485  90.7% (2,329,552) 4,979,618  16.45% 9.02% 25.47% 646,282  172,765  14,106  833,153  2,591,251  (1,758,098) 1,742,618  0  22,649,453  

2038 22,649,453  24,318,871  93.1% (1,669,418) 5,182,512  16.61% 9.10% 25.71% 668,625  192,028  11,503  872,156  2,603,525  (1,731,369) 1,743,172  0  22,661,256  

2039 22,661,256  23,571,698  96.1% (910,442) 5,396,082  17.48% 9.16% 26.64% 692,807  250,652  9,231  952,690  2,605,659  (1,652,969) 1,749,575  0  22,757,862  

2040 22,757,862  22,758,488  100.0% (626) 5,620,630  0.11% 9.21% 9.32% 5,944  0  7,858  13,802  2,593,454  (2,579,652) 1,710,771  0  21,888,981  

2041 21,888,981  21,889,536  100.0% (555) 5,856,023  0.08% 9.25% 9.33% 4,955  0  6,427  11,382  2,570,518  (2,559,136) 1,642,142  0  20,971,987  

2042 20,971,987  20,971,997  100.0% (10) 6,098,062  0.05% 9.28% 9.33% 3,260  0  4,860  8,120  2,534,559  (2,526,439) 1,570,186  0  20,015,734  

2043 20,015,734  20,016,107  100.0% (373) 6,351,181  0.05% 9.31% 9.36% 3,396  0  3,739  7,135  2,486,874  (2,479,739) 1,495,677  0  19,031,672  

2044 19,031,672  19,031,447  100.0% 225  6,614,204  0.03% 9.33% 9.36% 2,214  0  3,205  5,419  2,423,551  (2,418,132) 1,419,580  0  18,033,120  

2045 18,033,120  18,032,325  100.0% 795  6,888,254  0.02% 9.34% 9.36% 1,537  0  2,703  4,240  2,350,897  (2,346,657) 1,342,742  0  17,029,205  

Totals: $12,901,192  $3,741,897  $1,386,025  $18,029,114  
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Alaska PERS  
Active Member Population Growth 2005-2014 
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DB Actives DCR Actives

Percent Increase                          1.01%          0.35%        (0.84)%           2.71%           2.45%          (0.89)%       (0.09)%       (0.16)%         (0.49)% 

Each Year 

9-Year Geometric  Average: 0.44% 
 

Buck recommended reducing active member population growth assumption from 1% per year to 0.5% per year for projections in 2014. 
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Alaska PERS 
Summary of Actual vs. Projected Annual Payroll FY06-FY15 
($ in 000’s) 

Projected 

FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 

 Actual per Kevin Worley   $ 1,748,977   $ 1,851,898   $ 1,947,201   $ 2,017,900   $ 2,074,660   $ 2,136,641   $ 2,178,098  

 rate of increase over prior year  5.9% 5.1% 3.6% 2.8% 3.0% 1.9% 

 Projected in:  

2005 Valuation  $ 1,586,714   $ 1,635,324   $ 1,685,926   $ 1,736,522   $ 1,781,807   $ 1,823,999   $ 1,863,922   $ 1,904,246   $ 1,945,787   $ 1,981,744  

% different from actual -3.6% -6.2% -8.5% -9.6% -10.2% -10.9% -10.7% 

2006 Valuation (Changed Salary Scale)     1,676,318      1,733,313      1,795,173      1,860,399      1,927,893      1,999,110      2,073,858      2,153,122      2,236,936  

% different from actual -0.9% -3.1% -4.5% -4.5% -3.6% -2.9% -1.1% 

2007 Valuation     1,805,298      1,853,433      1,910,667      1,973,521      2,042,890      2,117,772      2,199,211      2,285,703  

% different from actual 3.2% 0.1% -1.9% -2.2% -1.5% -0.9% 1.0% 

2008 Valuation     1,879,117      1,925,885      1,981,376      2,044,022      2,112,962      2,188,456      2,271,767  

% different from actual 1.5% -1.1% -1.8% -1.5% -1.1% 0.5% 

2009 Valuation     2,003,141      2,052,495      2,111,483      2,178,561      2,252,502      2,334,299  

% different from actual 2.9% 1.7% 1.8% 2.0% 3.4% 

2010 Valuation (Changed Salary Scale)     2,116,283      2,163,104      2,220,393      2,286,349      2,360,140  

% different from actual 4.9% 4.3% 3.9% 5.0% 

2011 Valuation     2,176,179      2,224,321      2,284,159      2,352,955  

% different from actual 4.9% 4.1% 4.9% 

2012 Valuation     2,245,686      2,295,881      2,357,693  

% different from actual 5.1% 5.4% 

2013 Valuation     2,316,679      2,370,407  

% different from actual 6.4% 

2014 Valuation* (Changed Salary Scale)     2,277,383  

% different from actual 

* Based on Unannualized Pay for Part-Time Members. 
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Alaska PERS 
Summary of Projected Difference in Annualized and Un-annualized  
Part-time Member Pay used in 2014 Valuation FY15-FY25 ($ in 000’s) 

Pay used to Project Benefits Pay used for Contributions 

Fiscal Projected Pay - Annual PT Projected Pay - Un-annualized PT % 
Difference on PT Pay (Annualized vs Un-
annualized) 

Year end DB DCR Total DB DCR Total Change DB % DCR % Total 

2015  $ 1,454,584   $   917,087   $ 2,371,671   $ 1,412,237   $   865,146   $ 2,277,383  -3.98% 42,347  44.9% 51,941  55.1% 94,288  

2016 1,386,730  1,055,004  2,441,734  1,346,359  998,302  2,344,661  -3.98% 40,371  41.6% 56,702  58.4% 97,073  

2017 1,320,581  1,198,270  2,518,851  1,282,137  1,136,575  2,418,712  -3.98% 38,444  38.4% 61,695  61.6% 100,139  

2018 1,255,597  1,346,335  2,601,932  1,219,043  1,279,443  2,498,486  -3.98% 36,554  35.3% 66,892  64.7% 103,446  

2019 1,190,464  1,498,133  2,688,597  1,155,806  1,425,896  2,581,702  -3.98% 34,658  32.4% 72,237  67.6% 106,895  

2020 1,125,578  1,653,776  2,779,354  1,092,809  1,576,037  2,668,847  -3.98% 32,769  29.7% 77,739  70.3% 110,507  

2021 1,060,851  1,815,251  2,876,102  1,029,967  1,731,777  2,761,743  -3.98% 30,884  27.0% 83,474  73.0% 114,359  

2022 996,077  1,980,375  2,976,452  967,078  1,891,019  2,858,098  -3.98% 28,999  24.5% 89,356  75.5% 118,354  

2023 931,253  2,149,287  3,080,540  904,142  2,053,899  2,958,040  -3.98% 27,111  22.1% 95,388  77.9% 122,500  

2024 867,222  2,321,671  3,188,893  841,975  2,220,103  3,062,078  -3.98% 25,247  19.9% 101,568  80.1% 126,815  

2025 804,537  2,497,910  3,302,447  781,115  2,389,994  3,171,109  -3.98% 23,422  17.8% 107,916  82.2% 131,338  
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New Roll-Forward Procedure for TRS 
Projected Accrued Liability, Assets, and Funding Ratio to June 30, 2016 
($’s in thousands) 

Pension Healthcare Total

Actuarial Accrued Liability Roll Forward

  a. AAL as of June 30, 2014 6,921,362$    2,919,670$     9,841,032$      

  b. FY15 Normal Cost 63,608          19,846           83,454             

  c. FY15 Est. Benefit Payments (431,541)       (148,746)        (580,287)          

  d. Interest during FY15 540,428 228,829 769,257

  e. Expected AAL as of June 30, 2015 7,093,857$    3,019,599$     10,113,456$     

  f.  FY16 Normal Cost 60,050          18,119           78,169             

  g. FY16 Est. Benefit Payments (452,928)       (158,776)        (611,704)          

  h. Interest during FY16 553,033 236,258 789,291

  i.  Expected AAL as of June 30, 2016 7,254,012$    3,115,200$     10,369,212$     

Asset Roll Forward

  a. Valuation Assets as of June 30, 2014 3,771,139$    2,248,135$     6,019,274$      

  b. FY15 Expected EE/ER Contributions 77,782 29,844 107,626

  c. FY15 State Assistance 1,662,700 337,300 2,000,000

  d. FY15 Est. Benefit Payments (431,541) (148,746) (580,287)

  e. Interest during FY15 368,687 191,388 560,075

  f.  Expected AVA as of June 30, 2015 5,448,767$    2,657,921$     8,106,688$      

  g. FY16 Expected EE/ER Contributions 77,891 26,642 104,533

  h. FY16 State Assistance 90,590 39,519 130,109

  i. FY16 Est. Benefit Payments (452,928) (158,776) (611,704)

  j. Interest during FY16 426,924 210,082 637,006

  k.  Expected AVA as of June 30, 2016 5,591,244$    2,775,388$     8,366,632$      

Expected Unfunded Liability @ June 30, 2016 1,662,768$    339,812$       2,002,580$      

Funding Ratio as of June 30, 2016 77.1% 89.1% 80.7%
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New Roll-Forward Procedure for TRS 
Contribution Rates, Amounts, and  Additional State Contribution for FY16 
($’s in thousands) 

44 

Pension Healthcare* Total 

Expected Annual Salary for FY17 

  a. DB Members  $ 439,854 

  b. DCR Members   322,229 

  c. Total Members  $ 762,083 

FY17 Estimated ER/State Actuarial Contributions 

  a. Total Normal Cost  $ 56,551  $ 16,513  $ 73,064 

  b. 23 Year Amortization Payment, Level %   109,807   22,441   132,248 

  c. Total Contribution  $ 166,358  $ 38,954  $ 205,312 

  d. Member Contributions   38,104   -   38,104 

  e. ER/State Contributions  $ 128,254  $ 38,954  $ 167,208 

  f.  ER/State Contribution %   16.83%   5.11%   21.94% 

FY17 Estimated Additional State Contribution Rate Amount 

  a. Total Actuarial Contribution for DB Plan   21.94%  $ 167,208 

  b. DCR Contribution (Updated)   4.67%   35,599 

  c. Total Required Contribution   26.61%  $ 202,807 

  d. Total Limited Employer Contribution   (12.56%)   (95,718) 

  e. Estimated Additional State Cont. for FY17   14.05%  $ 107,089 

*  Based on proposed changes in Healthcare Cost Trend Rates. 

 



New Roll-Forward Procedure for TRS 
Reconciliation of Estimated Unfunded Actuarial Accrued Liability 
Showing Projected Interest and Principal Portions for FY15 ($’s in thousands) 

45 

Pension Healthcare Total

1. Unfunded Actuarial Accrued Liability at June 30, 2014 3,150,223$  671,535$      3,821,758$     

2. FY15 Total Normal Cost 63,608$         19,846$         83,454$           

3. FY15 25 yr Amortization Payment

a. Interest 252,018$       53,723$         305,741$         

b. Scheduled Principal (53,875)         (11,485)          (65,359)            

c. Amortization Payment [a + b] 198,143$       42,238$         240,382$         

4. FY15 Actuarial Contribution [2 + 3c] 261,751$       62,084$         323,836$         

5. FY15 UAAL Principal Payment 

a. FY15 Actual Contributions 1,740,482$    367,144$       2,107,626$      

b. Total Normal Cost (63,608)         (19,846)          (83,454)            

c. Interest on Liability (540,428) (228,829) (769,257)

d. Expected Asset ROR 368,687 191,388 560,075

e. Principal paid [a + b + c + d] 1,505,133$    309,857$       1,814,990$      

f. Scheduled Principal (53,875)         (11,485)          (65,359)            

g. Excess/(Deficit) Principal [e - f] 1,559,008$    321,342$       1,880,349$      

6. Estimated Unfunded Actuarial Accrued Liability 

    at June 30, 2015 [1 - 5e] 1,645,090$  361,678$      2,006,768$     



New Roll-Forward Procedure for TRS 
Reconciliation of Estimated Unfunded Actuarial Accrued Liability 
Showing Projected Interest and Principal Portions for FY16 ($’s in thousands) 

Pension Healthcare Total

6. Estimated Unfunded Actuarial Accrued Liability 

    at June 30, 2015 [1 - 5e] 1,645,090$  361,678$      2,006,768$     

7. FY16 Total Normal Cost 60,050$         18,119$         78,169$           

8. FY16 24 yr Amortization Payment

a. Interest 131,607$       28,934$         160,541$         

b. Scheduled Principal (28,134)         (6,185)            (34,319)            

c. Amortization Payment [a + b] 103,473$       22,749$         126,222$         

9. FY16 Actuarial Contribution [7 + 8c] 163,523$       40,868$         204,391$         

10. FY16 UAAL Principal Payment 

a. FY16 Actual Contributions 168,481$       66,161$         234,642$         

b. Total Normal Cost (60,050)         (18,119)          (78,169)            

c. Interest on Liability (553,033) (236,258) (789,291)

d. Expected Asset ROR 426,924 210,082 637,006

e. Principal paid [a + b + c + d] (17,678)$       21,866$         4,188$             

f. Scheduled Principal (28,134)         (6,185)            (34,319)            

g. Excess/(Deficit) Principal [e - f] 10,456$         28,051$         38,507$           

11. Estimated Unfunded Actuarial Accrued Liability 

     at June 30, 2016 [6 - 10e] 1,662,768$  339,812$      2,002,580$     
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Alaska TRS 
2014 Actuarial Valuation – Final Financial Projections ($ in 000s) 

 

FY 15 Investment 

Return 8.00% 

Valuation Amounts on July 1 (Beginning of Fiscal Year) Flow Amounts During Following 12 Months Recognized Ending 

Fiscal Actuarial Accrued Funding Surplus Total Er/State DCR Total Employer State Employee Total Benefit Net Investment Asset Actuarial 

Year End Assets  Liability Ratio (Deficit) Salaries Ctb Rate Ctb Rate Ctb Rate Contribs Contribs Contribs Contribs Payments Contribs Earnings Gain/(Loss) Assets 

-------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- -------- 

2015 $6,019,274  $9,841,032  61.2% ($3,821,758) $722,718  284.95% 3.55% 288.50% $59,396  $2,000,000  $48,230  $2,107,626  $580,287  $1,527,339  $560,075  $0  $8,106,688  

2016 8,106,688  10,113,456  80.2% (2,006,768) 741,499  25.41% 4.12% 29.53% 58,313  130,109  46,220  234,642  611,704  (377,062) 637,006  0  8,366,632  

2017 8,366,632  10,369,212  80.7% (2,002,580) 762,083  21.94% 4.67% 26.61% 60,112  107,089  43,769  210,970  643,025  (432,055) 654,600  0  8,589,177  

2018 8,589,177  10,622,056  80.9% (2,032,879) 783,861  21.69% 5.21% 26.90% 57,631  112,388  41,821  211,840  672,405  (460,565) 671,404  0  8,800,016  

2019 8,800,016  10,849,614  81.1% (2,049,598) 806,904  21.39% 5.72% 27.11% 55,182  117,415  39,915  212,512  701,913  (489,401) 687,246  0  8,997,861  

2020 8,997,861  11,059,827  81.4% (2,061,966) 831,116  21.12% 6.21% 27.33% 52,765  122,767  37,964  213,496  731,135  (517,639) 702,086  0  9,182,308  

2021 9,182,308  11,251,584  81.6% (2,069,276) 856,217  20.86% 6.68% 27.54% 50,351  128,256  36,124  214,731  761,009  (546,278) 715,843  0  9,351,873  

2022 9,351,873  11,422,928  81.9% (2,071,055) 882,379  20.64% 7.12% 27.76% 47,960  134,163  34,236  216,359  791,318  (574,959) 728,422  0  9,505,336  

2023 9,505,336  11,571,698  82.1% (2,066,362) 909,961  20.43% 7.54% 27.97% 45,639  140,266  32,401  218,306  820,046  (601,740) 739,802  0  9,643,398  

2024 9,643,398  11,697,834  82.4% (2,054,436) 938,825  20.24% 7.94% 28.18% 43,332  146,686  22,813  212,831  849,368  (636,537) 749,645  0  9,756,506  

2025 9,756,506  11,799,585  82.7% (2,043,079) 969,050  20.13% 8.32% 28.45% 41,098  153,972  20,738  215,808  873,003  (657,195) 758,102  0  9,857,413  

2026 9,857,413  11,872,903  83.0% (2,015,490) 1,001,120  19.96% 8.67% 28.63% 38,951  160,873  18,721  218,545  901,557  (683,012) 765,348  0  9,939,749  

2027 9,939,749  11,918,008  83.4% (1,978,259) 1,034,446  19.82% 9.00% 28.82% 36,848  168,179  16,655  221,682  929,373  (707,691) 771,171  0  10,003,229  

2028 10,003,229  11,933,091  83.8% (1,929,862) 1,069,626  19.68% 9.29% 28.97% 34,940  175,562  14,761  225,263  957,667  (732,404) 775,487  0  10,046,312  

2029 10,046,312  11,916,313  84.3% (1,870,001) 1,106,678  19.55% 9.56% 29.11% 33,209  183,147  12,948  229,304  985,392  (756,088) 778,221  0  10,068,445  

2030 10,068,445  11,865,652  84.9% (1,797,207) 1,145,646  19.46% 9.79% 29.25% 31,678  191,265  11,227  234,170  1,011,412  (777,242) 779,406  0  10,070,609  

2031 10,070,609  11,780,397  85.5% (1,709,788) 1,186,709  19.34% 10.00% 29.34% 30,360  199,149  9,731  239,240  1,034,679  (795,439) 779,109  0  10,054,279  

2032 10,054,279  11,662,111  86.2% (1,607,832) 1,229,424  19.26% 10.18% 29.44% 29,234  207,553  8,360  245,147  1,054,486  (809,339) 777,534  0  10,022,474  

2033 10,022,474  11,511,413  87.1% (1,488,939) 1,274,477  19.19% 10.34% 29.53% 28,312  216,260  7,137  251,709  1,073,023  (821,314) 774,813  0  9,975,973  

2034 9,975,973  11,327,022  88.1% (1,351,049) 1,321,817  19.14% 10.47% 29.61% 27,601  225,395  5,948  258,944  1,085,755  (826,811) 771,207  0  9,920,369  

2035 9,920,369  11,112,560  89.3% (1,192,191) 1,371,415  19.08% 10.58% 29.66% 27,108  234,558  5,074  266,740  1,093,338  (826,598) 767,115  0  9,860,886  

2036 9,860,886  10,871,180  90.7% (1,010,294) 1,423,323  19.04% 10.68% 29.72% 26,810  244,191  4,128  275,129  1,097,912  (822,783) 762,884  0  9,800,987  

2037 9,800,987  10,604,140  92.4% (803,153) 1,477,167  19.02% 10.75% 29.77% 26,695  254,262  3,397  284,354  1,098,768  (814,414) 758,828  0  9,745,401  

2038 9,745,401  10,313,467  94.5% (568,066) 1,533,230  19.02% 10.82% 29.84% 26,748  264,872  2,760  294,380  1,095,220  (800,840) 755,358  0  9,699,919  

2039 9,699,919  10,002,061  97.0% (302,142) 1,591,502  19.23% 10.87% 30.10% 26,954  279,171  2,228  308,353  1,089,610  (781,257) 753,089  0  9,671,751  

2040 9,671,751  9,670,609  100.0% 1,142  1,651,862  0.07% 10.91% 10.98% 1,156  0  1,817  2,973  1,079,935  (1,076,962) 727,886  0  9,322,675  

2041 9,322,675  9,321,884  100.0% 791  1,714,628  0.05% 10.94% 10.99% 857  0  1,543  2,400  1,064,562  (1,062,162) 700,592  0  8,961,105  

2042 8,961,105  8,960,572  100.0% 533  1,779,267  0.03% 10.97% 11.00% 534  0  1,245  1,779  1,045,726  (1,043,947) 672,443  0  8,589,601  

2043 8,589,601  8,589,384  100.0% 217  1,846,181  0.03% 10.99% 11.02% 554  0  923  1,477  1,020,949  (1,019,472) 643,766  0  8,213,895  

2044 8,213,895  8,213,820  100.0% 75  1,915,669  0.02% 11.00% 11.02% 383  0  766  1,149  992,249  (991,100) 614,918  0  7,837,713  

2045 7,837,713  7,837,710  100.0% 3  1,987,595  0.01% 11.01% 11.02% 199  0  596  795  961,003  (960,208) 586,140  0  7,463,645  

Totals: $1,000,910  $6,297,548  $534,196  $7,832,654  
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Alaska TRS 
Active Member Population Growth 2005-2014 
 

Percent Increase                          0.56%           0.39%         (0.19)%         2.97%           0.60%          (0.66)%        (1.09)%        (2.81)%       (2.24)%   

Each Year 

9-Year Geometric Average: (0.29)% 

 
Buck recommended reducing active member population growth assumption from 1% per year to 0.5% per year for projections in 2014. 

9,656 9,729 

10,018 10,078 10,011 9,902 

9,624 9,710 9,748 
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Alaska TRS 
Summary of Actual vs. Projected Annual Payroll FY06-FY15  
($ in 000’s) 
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Projected 

FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 

 Actual per Kevin Worley   $    653,097   $    686,007   $    735,076   $    754,715   $    761,958   $    766,626   $    765,496  

 rate of increase over prior year  5.0% 7.2% 2.7% 1.0% 0.6% -0.1% 

 Projected in:  

2005 Valuation  $    560,782   $    572,638   $    578,982   $    592,567   $    602,663   $    611,638   $    621,360   $    632,745   $    641,337   $    646,497  
% different from actual -11.3% -13.6% -18.0% -19.0% -18.5% -17.5% -16.2% 

2006 Valuation (Changed Salary Scale)        603,035         616,767         632,318         649,699         668,596         688,951         710,733         733,261         757,416  

% different from actual -5.6% -7.8% -11.6% -11.4% -9.6% -7.3% -4.2% 

2007 Valuation        612,856         626,264         643,163         662,015         683,010         705,676         730,075         756,520  

% different from actual -6.2% -8.7% -12.5% -12.3% -10.4% -8.0% -4.6% 

2008 Valuation        635,696         650,584         667,542         686,820         708,054         731,401         756,321  

% different from actual -7.3% -11.5% -11.6% -9.9% -7.6% -4.5% 

2009 Valuation        678,887         693,733         710,874         730,739         753,394         777,608  

% different from actual -7.6% -8.1% -6.7% -4.7% -1.6% 

2010 Valuation (Changed Salary Scale)        718,463         736,010         754,867         775,692         798,173  
% different from actual -4.8% -3.4% -1.5% 1.3% 

2011 Valuation        731,652         750,776         771,669         794,246  

% different from actual -4.0% -2.1% 0.8% 

2012 Valuation        743,957         762,692         783,438  

% different from actual -3.0% -0.4% 

2013 Valuation        737,478         757,205  
% different from actual -3.7% 

2014 Valuation* (Changed Salary Scale)        722,718  

% different from actual 

* 
Based on Unannualized Pay for Part-Time 
Members. 



Alaska TRS 
Summary of Projected Difference in Annualized and Un-annualized  
Part-time Member Pay used in 2014 Valuation FY15-FY25 ($ in 000’s) 

Pay used to Project Benefits Pay used for Contributions 

Fiscal Projected Pay - Annualized PT Projected Pay – Un-annualized PT % Difference on PT Pay (Annualized vs Un-annualized) 

Year end DB DCR Total DB DCR Total Change DB % DCR % Total 

2015 497,018  234,462  731,480  490,667  232,051  722,718  -1.20% 6,351  72.5% 2,411  27.5% 8,762  

2016 471,119  279,370  750,489  465,099  276,400  741,499  -1.20% 6,020  67.0% 2,970  33.0% 8,990  

2017 445,547  325,775  771,322  439,854  322,229  762,083  -1.20% 5,693  61.6% 3,546  38.4% 9,239  

2018 419,796  373,568  793,364  414,432  369,429  783,861  -1.20% 5,364  56.4% 4,139  43.6% 9,503  

2019 394,156  422,531  816,687  389,119  417,785  806,904  -1.20% 5,037  51.5% 4,746  48.5% 9,783  

2020 368,649  472,543  841,192  363,938  467,177  831,116  -1.20% 4,711  46.8% 5,366  53.2% 10,076  

2021 343,042  523,555  866,597  338,659  517,558  856,217  -1.20% 4,383  42.2% 5,997  57.8% 10,380  

2022 317,501  575,576  893,077  313,444  568,935  882,379  -1.20% 4,057  37.9% 6,641  62.1% 10,698  

2023 292,414  628,579  920,993  288,677  621,283  909,961  -1.20% 3,737  33.9% 7,296  66.1% 11,032  

2024 267,274  682,933  950,207  263,859  674,966  938,825  -1.20% 3,415  30.0% 7,967  70.0% 11,382  

2025 242,601  738,197  980,798  239,501  729,549  969,050  -1.20% 3,100  26.4% 8,648  73.6% 11,748  
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Alaska PERS and TRS 
Summary of Medicare Participation for Retired Members  
Over Age 65 by Tier as of June 30, 2014 

Tier     

Over Age 65 Retirees 1 2 3 Total % of Total 

TRS Part B Only           160               -                 -              160  2% 

TRS Parts A&B        6,563            577               -           7,140  98% 

TRS Total        6,723            577               -           7,300  100% 

TRS Total Pension Retirees over 65        7,835  

PERS_Oth Part B Only             37                 3               -                40  0% 

PERS_Oth Parts A&B      12,355         3,018            895       16,268  100% 

PERS_Oth Total      12,392         3,021            895       16,308  100% 

PERS_Oth Total Pension Retirees over 65      17,164  

PERS_PF Part B Only                5               -                 -                   5  0% 

PERS_PF Parts A&B        1,242            204              25         1,471  100% 

PERS_PF Total        1,247            204              25         1,476  100% 

PERS_PF Total Pension Retirees over 65        1,534  

Total Part B Only           202                 3               -              205  1% 

Total Parts A&B      20,160         3,799            920       24,879  99% 

Total Total      20,362         3,802            920       25,084  100% 

Total Total Pension Retirees over 65      26,533  
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Alaska PERS and TRS 
Summary of Medicare Participation for All Retired Members by Tier 
as of June 30, 2014 

Tier     

Total Retirees 1 2 3 Total % of Total 

TRS Part B Only             472                 -                  -                  472  4% 

TRS Parts A&B         9,359          1,164                -            10,523  96% 

TRS Total         9,831          1,164                -            10,995  100% 

TRS Total Pension Retirees in report         11,750  

PERS_Oth Part B Only         1,509                  3                -               1,512  6% 

PERS_Oth Parts A&B       18,586          4,978          1,720          25,284  94% 

PERS_Oth Total       20,095          4,981          1,720          26,796  100% 

PERS_Oth Total Pension Retirees in report         28,073  

PERS_PF Part B Only               92                  1                -                    93  3% 

PERS_PF Parts A&B         2,249              462               98             2,809  97% 

PERS_PF Total         2,341              463               98             2,902  100% 
PERS_PF Total Pension Retirees in report            3,026  

Total Part B Only         2,073                  4                -               2,077  5% 

Total Parts A&B       30,194          6,604          1,818          38,616  95% 

Total Total       32,267          6,608          1,818          40,693  100% 

Total Total Pension Retirees in report         42,849  
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Alaska PERS and TRS 
Average Annual Pension and Healthcare Payments Per Retiree 
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Alaska PERS and TRS 
Increase in Average Annual Pension and Healthcare Payments 
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Disclosures 

• The analysis in this presentation were developed for the Alaska Retirement Management Board and State of Alaska Staff 

by Buck Consultants, LLC using generally accepted actuarial principles and techniques in accordance with all applicable 

Actuarial Standards of Practice (ASOPs). 

• The calculations and projections are based on member and financial data, current Board policies, actuarial assumptions 

and methods, and plan provisions summarized in the 2013 and draft 2014 actuarial valuation reports of the Alaska 

Retirement Systems. Measurements assume actuarial assumptions are exactly realized by future experience, including an 

investment rate of return of 8.0%.  The stochastic projections included investment returns developed from an econometric 

model (GEMS) and standard methodology using Callan assumptions where noted for purposes of showing a range of 

possible future outcomes of asset returns that would impact the actuarial measurements and should not be construed as 

investment advice. 

• No third party recipient of Buck’s work product should rely upon Buck’s work product absent involvement of Buck or 

without our approval. 

• Future actuarial measurements may differ significantly from the current and projected measurements presented in this 

report due to such factors as: plan experience different from that anticipated by the economic and demographic 

assumptions; increases or decreases expected as part of the natural operation of the methodology used for these 

measurements;  and changes in plan provisions or applicable law.  Due to the limited scope of this report, an analysis of 

the potential range of such future measurements has not been performed. 

• David Slishinsky is a Member of the American Academy of Actuaries and meets the Qualification Standards of the 

American Academy of Actuaries to render the actuarial opinions contained in this report.  He is also an Associate of the 

Society of Actuaries and a Fellow of the Conference of Consulting Actuaries.  We are available to answer any questions on 

the material contained in the report, or to provide explanations or further details as may be appropriate. 
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ALASKA RETIREMENT MANAGEMENT BOARD 
 

 
SUBJECT: 

 

DATE: 

Certification of Actuarial Review 
 
June 18, 2015 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND:   
 
AS 39.10.220 (a) (9) prescribes certain duties and reports that the Alaska Retirement Management 
Board is responsible for securing from a member of the American Academy of Actuaries.  Additionally 
it contains a requirement that “the results of all actuarial assumptions prepared under this paragraph 
shall be reviewed and certified by a second member of the American Academy of Actuaries before 
presentation to the board.” 
 
STATUS:  
 
Buck Consultants, the board’s actuary, has completed: (1) a valuation of the Public Employees’ Retirement 
System (PERS) as of June 30, 2014, (2) a valuation of the Teachers’ Retirement System (TRS) as of June 
30, 2014, (3) a valuation of the Defined Contribution Retirement Plan as of June 30, 2014,  (4) a valuation 
of the Judicial Retirement System (JRS) as of June 30, 2014, and (5) a valuation of the National Guard 
Naval Militia System (NGNMRS). 
 
Gabriel Roeder Smith & Company (GRS), the board’s review actuary, has reviewed the work products 
prepared by Buck Consultants:  
 
 A letter and report dated May 4, 2014 describing a review of the June 30, 2014 PERS,TRS, and 
 Postemployment Health Plan valuations presented to the Actuarial Committee on May 14, 2015;  
 
 A letter and supplemental report dated May 14, 2015 describing a review of claim cost development  
 And the OPEB assumptions for the retiree medical plan valuations; and 
 
 A letter and report describing a review of the June 30, 2014 Defined Contribution Retirement Plan, 
 and a letter and report dated June 1, 2015 describing a review of the June 30, 2014 valuation of 
 NGNMRS and JRS plans presented to the Actuarial Committee June 17, 2015.  
 
At the request of the Actuarial Committee, GRS provided a historical listing from past reports of all 
suggestions, comments and recommendations for the purpose of committee and board discussion and 
resolution.  The Actuarial Committee plans on working with DOA and DOR staff and the actuaries to bring 
each of the items to the board for discussion and resolution in the near future.   
 
 



 
 
 
RECOMMENDATION: 
 
That the Alaska Retirement Management Board accept the review and certification of actuarial reports by 
Gabriel Roeder Smith & Company, and that the Actuarial Committee coordinate with staff and the actuaries 
to discuss and recommend to the Board implementation of the suggestions and recommendations of the 
reviewing actuary where considered appropriate. 
 
 

 



ALASKA RETIREMENT MANAGEMENT BOARD 

 

SUBJECT: 
 

Acceptance of Actuarial Reports  
 

  ACTION: 
 

X 

       
DATE: 

 
June 18, 2015 

 

     
INFORMATION: 

 
  

 

BACKGROUND:   
 
AS 37.10.220(a)(8) prescribes that the Alaska Retirement Management Board (Board) “coordinate with 
the retirement system administrator to have an annual actuarial valuation of each retirement system 
prepared to determine system assets, accrued liabilities, and funding ratios and to certify to the 
appropriate budgetary authority of each employer in the system.” 
 
AS 37.10.220(a)(9) provides that “the results of all actuarial assumptions prepared under this paragraph 
shall be reviewed and certified by a second member of the American Academy of Actuaries before 
presentation to the Board.” 
 
STATUS:  
 
Buck Consultants has completed and reviewed the following reports with the Board’s Actuarial 
Committee: 
 

1) an actuarial valuation of the Public Employees’ Retirement System as of June 30, 2014 
2) an actuarial valuation of the Teachers’ Retirement System as of June 30, 2014 
3) an actuarial valuation of the Public Employees’ Retirement System – Defined Contribution 

Retirement Plan (for Occupational Death and Disability and Retiree Medical Benefits) as of June 
30, 2014 

4) an actuarial valuation of the Teachers’ Retirement System – Defined Contribution Retirement 
Plan (for Occupational Death and Disability and Retiree Medical Benefits) as of June 30, 2014 

5) an actuarial valuation of the Judicial Retirement System (JRS) as of June 30, 2014 
6) an actuarial valuation of the National Guard and Naval Militia Retirement System (NGNMRS) 

as of June 30, 2014 
 
Gabriel Roeder Smith & Company (GRS), the Board’s actuary, has reviewed the above actuarial 
valuations and provided their reports to the Actuarial Committee. 
 
Prior to creation of the Actuarial Committee of the Board, the Board accepted the experience analysis 
containing recommended changes in actuarial assumptions for the 2014 valuation report.  The Board’s 
acceptance of that report was presumed to include acceptance of those recommendations.  Attached is a 
summary of changes in actuarial assumptions contained in the valuation illustrating the impact on the 
contribution rate and/or unfunded liability1. 

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- 

1Recommended Actuarial Assumption Changes include mortality rates, retirement rates, termination rates, vested termination 
refund, disability rates, salary scale, and other demographics. 
 



 
In the future, the Committee will review and approve changes in actuarial assumptions and submit to the 
full Board individual assumption change recommendations, prior to taking action to accept actuarial 
valuations.  Otherwise, by accepting actuarial valuations, the Board is presumed to accept the individual 
assumption changes contained therein. 
 
One additional assumption change is subsequently recommended by the actuaries and presented at this 
meeting; namely, to adopt changes to the Healthcare Cost Trend Rates.  This recommendation is made 
in order to: 

1) adopt changes made by the Society of Actuaries by updating the Getzen Model; 
2) address potential savings impact of a new claims administrator, networks, and care management 

practices; and 
3) address recent experience of significant actuarial gains on claims. 

 
The impact of the change in this actuarial assumption is expected to reduce the existing margin on 
healthcare liabilities but still result in significant margins when compared with recent actuarial 
experience.  
 
RECOMMENDATION: 
 
That the Alaska Retirement Management Board accepts the actuarial valuation reports prepared by Buck 
Consultants for the Public Employees’, Teachers’, Public Employees’ Defined Contribution (for 
Occupational Death and Disability and Retiree Medical Benefits), Teachers’ Defined Contribution (for 
Occupational Death and Disability and Retiree Medical Benefits), Judicial, and National Guard and 
Naval Militia retirement systems as of June 30, 2014, 
 
and 
 
Further, that the Alaska Retirement Management Board adopt the recommendation of the actuary to 
change the Healthcare Cost Trend Rate based on updates to the Getzen model approved by the Society 
of Actuaries, with short-term healthcare cost trend rates blended with the new long-term rates under the 
Getzen model.  
 



Review of 2014 Experience Analysis 
with Description, Justification, and 
Impact of Recommended Actuarial 
Assumption Changes 



Summary of Actuarial Assumption Recommendations 
2014 Experience Analysis 

Assumption Recommendation Justification 

Mortality Rates Adopt RP-2000 Mortality Table,  projected by Scale 

BB to 2018, with setbacks for PERS females and 

TRS, adjusted as necessary.  Increases life 

expectancy with margin for future improvement. 

Fewer deaths experienced than 

expected.  Margin of 8%-10% adds 

conservatism to allow for future 

mortality improvement. 

Retirement Rates Slightly decrease most rates retaining  slight margin 

for conservatism.  Increase some TRS rates. 

Retirement experience was less 

than expected except at some ages 

for TRS which were increased to 

match experience. 

Termination Rates Reduce select and ultimate rates for PERS with a 

slight margin.  Increase select male rates and reduce 

female ultimate rates for TRS. 

Most rates were decreased to match 

experience.  

Vested Termination 

Refund 

Decrease rate of contribution withdrawal for PERS 

Others from 15% to 10% and TRS from 10% to 5%. 

Plans experience fewer contribution 

refunds than expected. 

Disability Rates Decrease rates for PERS.  Move to unisex rates for 

TRS with general increase in rates. 

Rates adjusted to better match 

experience. 

Salary Scale Increase rates for PERS, particularly for service over 

5 years.  Increase rates for TRS, particularly in early 

service period. 

Rates were increased to better 

match experience and add some 

conservatism. 

Other Demographic  Percent married reduced for male PERS Others, and 

occupational death and disability utilization  

decreased by 5% for PERS (no change for TRS) 

Rates adjusted where necessary to 

better match experience. 
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Cost Impact of Proposed Changes in Actuarial Assumptions 
as of June 30, 2013 – PERS  

Pension* Healthcare* Total* 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Before Changes  16.64%  56.0%  9.75%  72.4%  26.39%  62.6% 

Termination Rates  0.65%  (0.1)%  0.22%  0.3%  0.87%  0.1% 

Retirement Rates  (0.10)%  0.2%  (0.11)%  0.2%  (0.21)%  0.2% 

Disability Rates  (0.01)%  0.0%  0.00%  0.0%  (0.01)%  (0.1)% 

Salary Scale  0.99%  (0.7)%  (0.05)%  0.0%  0.94%  (0.4)% 

Part Time Service Accrual  0.02%  0.0%  0.01%  0.0%  0.03%  0.0% 

Marriage Assumption   (0.01)%  0.0%  (0.16)%  0.4%  (0.17)%  0.1% 

Vested Termination Refund  0.02%  (0.1)%  0.09%  (0.1)%  0.11%  (0.1)% 

Occupational Assumption  (0.01)%  0.1%  (0.01)%  0.0%  (0.02)%  0.0% 

DV Commencement Age  (0.02)%  0.0%  (0.01)%  0.0%  (0.03)%  0.0% 

Alaska Residency Assumption  0.00%  0.0%  0.00%  0.0%  (0.00)%  0.1% 

Disabled Mortality            0.03%     (0.1)%            0.03%      (0.1)%            0.06%     (0.1)% 

Active Mortality           0.01%       0.0%            0.01%      0.0%            0.02%     0.0% 

Retired/Inactive Mortality            1.20%     (1.6)%            1.04%      (2.9)%            2.24%     (2.1)% 

Total Changes  2.77%  (2.3)%  1.06%  (2.2)%  3.83%  (2.3)% 

After Changes  19.41%  53.7%  10.81%  70.2%  30.22%  60.3% 

*Includes changes due to HB 385  
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Cost Impact of Proposed Changes in Actuarial 
Assumptions as of June 30, 2013 – TRS  

Pension* Healthcare* Total* 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Employer 

Contribution 

Rate 

 

Funded 

Ratio 

Before Changes  30.73%  49.8%  12.89%  62.2%  43.62%  53.6% 

Termination Rates  0.20%  (0.1)%  (0.07)%  (0.1)%  0.13%  (0.1)% 

Retirement Rates  (0.10)%  0.0%  0.08%  (0.2)%  (0.02)%  0.0% 

Disability Rates  0.03%  0.0%  0.02%  0.0%  0.05%  0.0% 

Salary Scale  0.27%  (0.1)%  (0.03)%  0.0%  0.24%  (0.1)% 

Part-Time Service Accrual  0.07%  0.0%  0.02%  0.0%  0.09%  0.0% 

Sick Time  (0.05)%  (0.1)%  (0.03)%  0.0%  (0.08)%  0.0% 

Vested Termination Refund  0.00%  0.0%  0.07%  (0.1)%  0.07%  0.0% 

Disabled Mortality   0.04%  0.0%  0.02%  0.0%  0.06%  0.0% 

Active Mortality   0.03%  0.0%  0.01%  0.0%  0.04%  (0.1)% 

Retired/Inactive Mortality   1.16%  (0.9)%  0.65%  (1.4)%  1.81%  (1.0)% 

Total Changes  1.65%  (1.2%)  0.74%  (1.8)%  2.39%  (1.3)% 

After Changes 32.38% 48.6% 13.63% 60.4% 46.01% 52.3% 

*Includes changes due to HB385 

4 



Alaska PERS, TRS, and JRS 
Reasons for Proposed Change in HCCTR for 2014 Valuations 

Beginning with the 2012 Actuarial Valuation, and with Buck’s recommendation, the 

ARMB adopted the Getzen model developed by the Society of Actuaries (SOA) for 

purposes of setting the HCCTR. 

• The SOA commissioned Professor Thomas Getzen to construct a resource model for projection of long-

term ultimate healthcare cost trends. 

• Motivation for the model was driven by the need for the estimation of reportable liabilities for retiree 

healthcare benefits specified under FAS 106 and GASB 45. 

• The model assumptions were updated in 2014 by the SOA’s Project Oversight Group. 

Buck is recommending changes to the HCCTR’s for the 2014 actuarial valuations 

• To adopt changes made by the SOA update to the Getzen model. 

• To address potential savings impact of new claims administrator, networks and care management 

practices. 

• And address recent experience of significant actuarial gains on claims 

• As part of this change, Buck has set short-term HCCTR’s to blend with the new long-term rates under the 

Getzen model. 

• Although this change reduces the margin that has existed on the healthcare liabilities, significant margin 

still exists when comparing the new HCCTR’s to recent experience. 
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Alaska PERS, TRS and JRS 
Current and Proposed Healthcare Cost Trend Rates 

  
  Medical 

Pre-65 

Medical 

Post-65 Prescription Drugs 

  FY14 8.7% 6.4% 6.3% 

  FY15 8.5% 6.3% 6.2% 

  FY16 8.0% 6.3% 6.2% 

  FY17 7.5% 6.2% 6.1% 

  FY18 7.0% 6.1% 6.0% 

  FY19 6.6% 6.1% 5.8% 

  FY20 6.4% 6.1% 5.8% 

  FY25 6.0% 6.0% 5.7% 

  FY50 5.0% 5.0% 5.0% 

  FY100 4.5% 4.5% 4.5% 

  Medical 

Pre-65 

Medical 

Post-65 Prescription Drugs 

FY15 10.0% 6.0% 6.00% 

FY16 9.4% 5.9% 5.70% 

FY17 8.8% 5.8% 5.40% 

FY18 8.2% 5.7% 5.10% 

FY19 7.6% 5.6% 4.80% 

FY20 7.0% 5.6% 4.60% 

FY21 6.5% 5.6% 4.40% 

FY25 5.6% 5.6% 4.20% 

FY50 4.4% 4.0% 4.00% 

FY100 4.4% 4.0% 4.00% 

 
 

 
Current HCCTR used in 

June 30, 2013 Valuation 

Proposed HCCTR used in 

June 30, 2014 Draft  

Valuation 
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Alaska PERS 
Impact of Changes to HCCTRs and Active Member Growth 
on Funding and FY17 Contribution Rates 
($’s in thousands) 

Additional State 

Contribution 

Employer/State Funding 

Pension Healthcare Total 

Proposed HCCTRs & 0.5% per year  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,493,866   $      959,574   $   5,453,440  

Funding Ratio @ June 30, 2016 67.7% 88.7% 75.7% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,117   $      128,011   $      498,128   $        72,747  

as a % of Total Pay 15.30% 5.29% 20.59% 3.00% 

Proposed HCCTRs & No  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,495,144   $      960,353   $   5,455,497  

Funding Ratio @ June 30, 2016 67.7% 88.7% 75.7% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,263   $      128,063   $      498,326   $        75,646  

as a % of Total Pay 15.45% 5.35% 20.80% 3.16% 

Change due to No Active Member Growth 

Amount  $               146   $                52   $              198   $          2,899  

as a % of Total Pay 0.15% 0.06% 0.21% 0.16% 

Current HCCTRs & No  Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $    4,495,144   $   1,482,296   $   5,977,440  

Funding Ratio @ June 30, 2016 67.7% 83.6% 74.0% 

FY17 Estimated Actuarial Contributions 

Amount  $       370,263   $      167,097   $      537,360   $     118,035  

as a % of Total Pay 15.45% 6.98% 22.43% 4.93% 

Change due to Current HCCTRs 

Amount  $                  -    $        39,034   $        39,034   $       42,389  

as a % of Total Pay 0.00% 1.63% 1.63% 1.77% 
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Alaska TRS 
Impact of Changes to HCCTRs and Active Member Growth 
on Funding and FY17 Contribution Rates 
($’s in thousands) 

Additional 

State 

Contribution 

Employer/State Funding 

Pension Healthcare Total 

Proposed HCCTRs & 0.5% per year Active Member 

Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,768   $    339,812   $ 2,002,580  

Funding Ratio @ June 30, 2016 77.1% 89.1% 80.7% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,254   $      38,954   $    167,208   $      107,089  

as a % of Total Pay 16.83% 5.11% 21.94% 14.05% 

Proposed HCCTRs & No Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,925   $    339,943   $ 2,002,868  

Funding Ratio @ June 30, 2016 77.1% 89.1% 80.7% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,265   $      38,962   $    167,227   $      107,216  

as a % of Total Pay 16.99% 5.16% 22.15% 14.20% 

Change due to No Active Member Growth 

Amount  $             11   $              8   $            19   $            127  

as a % of Total Pay 0.16% 0.05% 0.21% 0.15% 

Current HCCTRs & No Active Member Growth 

Expected Unfunded Liability @ June 30, 2016  $  1,662,925   $    558,136   $ 2,221,061  

Funding Ratio @ June 30, 2016 77.1% 83.3% 79.0% 

FY17 Estimated Actuarial Contributions 

Amount  $     128,265   $      54,775   $    183,040   $      124,086  

as a % of Total Pay 16.99% 7.26% 24.25% 16.44% 

Change due to Current HCCTRs 

Amount  $             -     $      15,813   $      15,813   $       16,870  

as a % of Total Pay 0.00% 2.10% 2.10% 2.24% 
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EIG Global Energy Partners 
Mandate:  Real Assets/Energy                                                                 Hired:  January 2004 
 

 
Firm Information Investment Approach Total ARMB Mandate  
 
EIG is a leading global energy investor 
with $14.8 billion of hybrid debt and 
equity assets under management as of 
December 31, 2014.  EIG is an active 
investor across the entire energy and 
resources value chain including upstream 
E&P, infrastructure, midstream, power, 
transportation and renewables.   
 
EIG has integrated technical and 
investment capabilities with 52 
investment professionals, including 13 
engineers. 
 
EIG has investments in 35 countries on 
six continents and has offices in 
Washington, DC, Houston, Hong Kong, 
London, Sydney, Seoul, and Rio de 
Janeiro. 
  
Key Executives: 
R. Blair Thomas, CEO 
William C. Sonneborn, President 
Kurt A. Talbot, Vice Chairman 
Randal S. Wade, Chief Operating Officer 

 
EIG’s investment process involves evaluating physical energy assets with long useful 
lives and strong cash flows using bottom-up internal technical analysis.  The Firm 
employs a disciplined, value-oriented investment process and structures investments as 
hybrid debt or structured equity to provide upside participants along with downside 
protection. EIG actively manages the investments through covenants and board 
participation.   
 

Benchmark:  CPI +5% 
 
 
 
 

Assets Under Management: (12/31/14)    
 
The ARMB participates in four closed 
end funds managed by EIG: 
 
 
Fund Commitment NAV 
Fund X $80 million $7 million 
Fund XIV $100 million $54 million 
Fund XV $50 million $36 million 
Fund XVI $80 million $9 million 
Total $310 million $106 million 
 

 

   
 

Concerns:  None 
 

Performance 
 
Internal Rate of Return(IRR) as of March 31, 2015 
EIG – XD:        10.1% 
EIG – XIV:         5.8% 
EIG – XV:          8.2% 
EIG – XVI:        NM 
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Tab I
EIG Global Energy Partners Overview
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EIG Global Energy Partners

EIG is a leading institutional investor in energy globally with $14.8 billion under 
management as of March 31, 2015.

Active across the entire energy and resources value chain: 
upstream E&P, infrastructure, midstream, power, transportation and renewables

Customized financing solutions for energy, resource and related infrastructure projects

Integrated technical and investment capabilities with 52 investment professionals, including 13 engineers

33-year track record
16 funds / more than 300 portfolio investments
Consistent returns through multiple commodity and 
business cycles
Deep industry expertise; global network of  
relationships

Global investment platform
Offices in Washington, Houston, Hong Kong, 
London, Sydney, Seoul and Rio de Janeiro

Investments in 35 countries on six continents
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R. Blair Thomas, Chief Executive Officer

• Joined EIG in 1998
• Previously a Senior Investment Officer with Inter-

American Development Bank; Attorney with Brown & 
Wood

• BA from the University of Virginia, JD from New York 
Law School; LLM from Georgetown University Law 
Center 

Jean-Daniel Borgeaud, Managing Director

• Joined EIG in 2006
• Previously a Senior Investment Officer with Inter-

American Development Bank; project finance 
at Credit Suisse 

• MS in Agricultural Engineering from the Swiss Federal
Institute of Technology (Zurich); MBA from the 
University of Lausanne

William C. Sonneborn, President

• Joined EIG in 2014
• Previously CEO of KKR Asset Management; President & 

COO, Trust Company of the West; Investment Banker at 
Goldman Sachs & Co.

• BA from Georgetown University

Linda Z. Cook, Managing Director

• CEO of Harbour Energy Ltd.
• 30 year career with Royal Dutch Shell Company, most 

recently, Director member of the Executive Committee
• Previously Board Director of The Boeing Company, Cargill,

KBR, and Marathon Oil 
• BS in Petroleum Engineering from the University of Kansas

Kurt A. Talbot, Vice Chairman

• Joined EIG in 1990
• Previously Head of E&P Capital Group at Goldman 

Sachs & Co.
• BS in Petroleum Engineering from Louisiana State 

University; MBA from Texas A&M University

Derek Lemke-von Ammon, Managing Director

• Joined EIG in 2011
• Previously Partner, FTV Capital; Head of Private Equity

for Thomas Weisel Partners
• BA from Pomona College, JD from Northwestern

University School of Law; SEP Stanford University 
Graduate School of Business

Randall S. Wade, Chief Operating Officer

• Joined EIG in 1996
• Previously a Commercial Lending Officer for First 

Interstate Bank of Texas
• BA in Economics and BBA in Finance from the University 

of Texas at Austin

Robert L. Vitale, General Counsel, Secretary
• Joined EIG in 2008
• Previously chaired the NY based Energy and Infrastructure 

Departments of three international law firms: Brown & Wood, 
Cadwalader, Wickersham & Taft LLP; and Paul, Hastings, 
Janofsky & Walker, LLP. 

• BA, magna cum laude, from Tufts University; JD,
cum laude, from Georgetown University

EIG Leadership Team
Executive Committee
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Investment Team Organization
R. Blair Thomas

Chairman
R. Blair Thomas

Chairman Kurt A. Talbot*Kurt A. Talbot* Randall S. WadeRandall S. WadeWilliam C. 
Sonneborn
William C. 
Sonneborn

Jean-Daniel 
Borgeaud*
Jean-Daniel 
Borgeaud*

Investment 
Committee:

In
ve

st
m

en
t T

ea
m

Washington, DC Houston London
Ronnie Hawkins, MD

Wallace Henderson, MD
Derek Lemke-von Ammon, MD

Brian Gilmore, SVP
Andrew Ellenbogen, SVP

Eric Long, SVP
Niranjan Ravindran, SVP*

Brian Boland, VP
Mark Bilali, AVP

Bryan Hom, Associate
Mahek Mehta, Associate

Linda Cook, MD*
Patrick Hickey, MD*
Rob Johnson, MD

Richard Punches, MD
Clay Taylor, MD
Curt Taylor, MD*

Terence Jupp, SVP
Tito Vidaurri, Ex. Dir**

Martin Cocco, VP*
Matt Hartman, VP
Ali Kouros, VP*

Yaroslava Makalskaya, VP 
Dan Plate, AVP

Chris Tuohy, AVP
Aneil Kochar, Associate

Bryan Lothrop, Associate
Austin Pearson, Associate

Pedro Silva, Associate
Peter Smith, Associate

Patrick Storer, Associate*
Andrew Tharp, Associate*

Jean-Daniel Borgeaud, MD*
Simon Hayden, SVP

Walid Mouawad, SVP
Pierre-François Dessard, Associate 

Emiliano Vovard, Associate

Hong Kong
Yangyang Liu, MD

Will Thierbach, Ex. Dir.
Jen Phua, Associate

Rio de Janeiro Seoul Sydney
José Magela Bernardes, SVP* 

Marcel Abe, VP*
Gabriel Meira, Associate*

Daesung Jung, Ex. Dir.
Sue Park, Assistant

Andy Zhmurovsky, MD
Kevin Lowder, VP

Ken Lee, VP
David Edgar, Associate

Benjamin Lee, Associate• Engineer
**   Country Head of Mexico

Group 
Heads:

EIG Engineering
Curt Taylor*
Managing Director

Midstream
Wallace Henderson

Managing Director

Power & Renewables
Jean-Daniel Borgeaud*

Managing Director

International
Ronnie Hawkins

Managing Director

Upstream Oil & Gas
Richard Punches

Managing Director
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Pritpal Aujla, CFO
Melanie Levy, SVP
Christine Best, VP
Ruairi Grant, VP

Jennifer Bounan, AVP
Jonathan Hui, AVP

Sarah Koulanjian, AVP
Huey Siow, AVP

Paul Clatterbuck, Associate
Josh Hall, Associate

Malin Henriksson, Associate
Albina Kuzmenko, Associate

Carly Wasik, Associate
Nicole Fischer, Analyst

Derek Lemke-von Ammon, MD
Renee Davidovits, SVP
Marcelia Freeman, VP

Zahra Mayet, AVP
Miriam Oakley, Associate

Robert Vitale, General Counsel
Carla Vogel, CCO

Matthew Fox, Associate Counsel
Brian Maxted, Associate Counsel
Amy Springs, Associate Counsel

Ben Vinocour, Associate 
Counsel

Meghan Carey, Senior 
Compliance Manager

Terria McGee, Associate
Christopher Santopolo, Analyst

Angel Dunn
Joni Estrada

Vikki Honeybrook
Thao Le

Paula Lemos
Tatiana Levin

Ada Liu
Michelle McCloskey 

Sue Park
Neha Patel
Iris Peoples

Victoria Poletis
Jade Turpin

Katherine Veale
Britany Westphal
Shana Zoellner

Portfolio
& Valuation Human Resources

Niranjan Ravindran, SVP*
Kristina Lal, Associate

Allison Grace, SVP
Alana Van Allan, Associate

Rebecca Wegand, Associate

Finance, Accounting 
and Tax

Capital Development 
& IR

Legal & 
Compliance

Finance and Operations Organization

Randall S. Wade
Chief Operating Officer

Randall S. Wade
Chief Operating Officer

Administrative 
Team

Fi
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e 
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d 

O
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tio
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n

* Engineer
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Tab II
Market Overview
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Energy Market Update

Current Energy Environment
 Commodities: Oil and natural gas prices have experienced significant declines over the past 12 months.

 Equity: Over the past 12 months, energy related equities significantly underperformed the S&P 500.

WTI ($/bbl) Henry Hub ($/MMBtu)

S&P Energy Sub‐components  Performance

Historical and Futures Data Source: Bloomberg, as of June 1, 2015.

S&P 500 0.19% 9.78%
S&P - Oil & Gas E&P -1.59% -24.75%
S&P - Oil & Gas Drilling 6.03% -46.88%
S&P - Integratred Oil & Gas -2.51% -16.23%
S&P - Oil & Gas Equipment & Services 4.25% -19.23%

12-Month 
∆

90-Day 
∆

Change From

Annual Change: 2008 2009 2010 2011 2012 2013 2014 12/31/14
WTI Spot -53.5% 77.9% 15.1% 8.2% -7.1% 7.2% -45.9% 13.0%

Change From

Annual Change: 2008 2009 2010 2011 2012 2013 2014 12/31/14
Henry Hub Spot -24.5% 3.4% -27.5% -29.4% 14.9% 26.8% -31.1% -13.2%
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Energy Market Update

US Shale Breakeven 

 Full-cycle cost of production for the marginal barrel of oil is ~$70, depending on basin & location
 Reductions in drilling & production costs could potentially lower breakeven prices ~$10/bbl
 The below chart depicts the cost of production for a marginal barrel of oil in certain US basins

Example: Breakeven Analysis

Source: Wood Mackenzie, October 2014.  For illustrative purposes only.
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Source: Energy Information Administration, April 2015. Source: Credit Suisse, March 2015.

Energy Market Update

Historical Gas Production (Bcf/day) U.S. E&P High Yield Issuances ($ billions)

Financing Shale Development

 The shale revolution has largely been financed by debt
 Shale development has occurred primarily post GFC and during a period of extended Quantitative Easing
 E&P high yield debt issuance has seen dramatic growth
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Energy Market Update

 Capex needs remain substantial

Source: Evercore ISI Energy Research, January 2015.  For illustrative purposes only.  There can be no 
assurance that projections depicted above will be correct.

Actual & Projected U.S. Upstream Spending ($ billions)

 And the industry generally fails to 
fund capex from free cash flow

Source: Bloomberg, as of June 1, 2015. 

TTM Summary Metrics

TTM Free Cash Flow Deficit ($ billions)

Source: Bloomberg, as of June 1, 2015.  Select E&P Companies Included.

Debt to 
EBITDA 

CapEx to 
EBITDA 

U.S. Large-Cap E&P 1.48 34%
U.S. Mid-Cap E&P 3.05 73%
U.S Small-Cap E&P 4.93 140%
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Tab III
Fund Performance: EIG Energy Fund X



CONFIDENTIAL – PREPARED EXCLUSIVELY FOR ARMBCONFIDENTIAL – NOT FOR REDISTRIBUTION 14

• $734,000,000 fund closed December 2003 and March 2004

• 102 Participants

• Portfolio of mezzanine & equity Investments

• Ramp-up termination date: March 18, 2007

• Total number of investments to-date: 22

• Total commitments to-date: $815,248,127 (111% Invested)

• Contributions to-date total $734.3 million

• Distributions to-date total $815 million or 111% of the $734.3 million contributions to-date

• Commitment of $80 million out of $734 million is 11% of Fund X

• Contributions to-date total $83.2 million (including reinvestments)

• Distributions to-date total $96.8 million or 121% of the $80 million original commitment

Alaska Retirement Management Board

Fund X - Summary
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Fund X Track Record1

Note: Performance described herein is gross unless otherwise noted. Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results. Please see explanatory notes and disclosures on pages 58-60 including a description of the IRR methodology.  

(as of March 31, 2015) Initial Capital Capital Realized Unrealized Total Gross Multiple 
($ in millions) Investment Committed Invested Proceeds Value Value of Cost2 Gross IRR2 Net IRR3

Date

Realized & Substantially Realized Investments
CH4 Dec-03 $44.5 $44.5 $87.2 $0.0 $87.2 2.0x 37.3%
Bowery Bay/Astoria Jun-04 50.0 50.0 90.4 0.0 90.4 1.8x 11.7%
USA Compression Jul-04 20.0 20.0 61.7 0.0 61.7 3.1x 52.9%
Aurora Aug-04 45.0 36.0 50.5 0.0 50.5 1.4x 18.7%
Trust Energy Co (Nami) Dec-04 40.0 31.0 39.9 0.0 39.9 1.3x 18.9%
Verasun Dec-04 20.0 20.0 32.8 0.0 32.8 1.6x 83.6%
Trident Mar-05 25.0 25.0 0.0 0.0 0.0 0.0x  NM
Rio Vista/GM Aug-05 30.0 24.7 10.8 0.0 10.8 0.4x  NM
CDX Dec-05 50.0 50.0 53.0 0.0 53.0 1.1x 20.0%
Ambrose Feb-06 50.0 50.0 100.7 0.0 100.7 2.0x 68.2%
CDX Common Mar-06 50.0 50.0 0.1 0.0 0.1 0.0x  NM
BlueCreek Jun-06 20.0 8.0 10.4 0.0 10.4 1.3x 36.3%
QGC (TEPIII) Aug-06 4.2 4.2 5.6 0.0 5.6 1.3x 222.2%
Energy XXI Sep-06 14.0 14.0 15.3 0.0 15.3 1.1x 13.1%
SandRidge Nov-06 50.0 50.0 119.8 0.0 119.8 2.4x 84.3%
KGen Power Dec-06 25.0 25.0 25.7 0.0 25.7 1.0x 0.5%
Sanchez Dec-06 50.0 31.0 41.6 0.0 41.6 1.3x 31.4%
Batesville Complete Mar-07 41.6 41.6 46.5 0.0 46.5 1.1x 17.0%
Complete Pinpoint Sep-07 47.0 47.0 14.5 0.1 14.6 0.3x  NM
Total Realized Investments $721.2 $621.9 $806.3 $0.1 $806.4 1.3x 15.4%
Unrealized Investments
La Paloma Aug-05 $50.0 $50.0 $14.1 $54.4 $68.6 1.4x 4.1%
Fortistar Renewables (GRS) Sep-06 44.0 44.0 32.0 9.0 41.1 0.9x  NM
Total Unrealized Investments $94.0 $94.0 $46.2 $63.5 $109.6 1.2x 2.7%

Total Fund X Investments $815.2 $715.9 $852.5 $63.6 $916.0 1.3x 12.1% 10.1%
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Tab IV
Fund Performance: EIG Energy Fund XIV

Note: For illustrative purposes only. Past performance is not a guarantee of future results. 
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Common 
Equity
13%

First Lien
59%

Preferred 
Equity

2%

Subordinated
26%

($ Millions, unaudited) 3/31/15 Historical Fund Performance (TVPI)

Total Commitments $2,569 
Increase Due to Reinvestment $825 

Total Drawdowns (Including Deemed Contributions)1 ($3,214) 

Remaining Commitments $180

Total Number of Investments since inception 30
Unrealized Investments2 10

Total Distributions (Including Deemed)1 $2,539

Key Fund Valuation Metrics3

DPI (Distributions to paid-in capital) 1.0x
RVPI (Residual value to paid-in capital) 0.4x
TVPI (Total value to paid-in capital) 1.4x

Key Fund Performance Metrics

Average Yield4 7.8%
Gross Internal Rate of Return (IRR) 9.3%
Net IRR 5.8%

Fund XIV Portfolio Summary

By RegionBy Sector

Portfolio Breakdown (By Committed Capital)

By Ranking

5

*Note:  Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results. There can be no assurance that the Fund will achieve 
its objective or avoid substantial losses. 

Please see explanatory notes and disclosures on pages 58-60, which includes a description of the IRR methodology.
1. Includes deemed contributions, which are amounts withheld from distributions and applied to fulfill capital calls, totaling $858 million as of March 

31, 2015.
2. Includes investments with more than $2.5 million in unrealized value.
3. DPI is calculated by dividing total distributions by total drawdowns, RVPI is calculated by dividing total portfolio net asset                                                         

value by total drawdowns and TVPI is calculated by dividing the sum of total distributions and portfolio net asset value by total drawdowns
4. Average Yield is calculated by taking the average of the quarterly yield (net investment income,  inclusive of realized gains, divided by

capital outstanding) since inception based on a representative vehicle that made all the relevant fund investments using the standard fund 
investment guidelines and the standard fee and expense structure for the relevant fund. 

5. Includes Net Profits Interests in two investments structurally equivalent to a first lien position.
.

Gas
25%

Midstream
29%

Oil
20%

Power 
Generation

8%

Renewables
9%

Resources
9% Australia

10% Canada
5%

UK
13%

Brazil
4%

US
68%

0.91

1.18 1.13
1.24 1.43 1.51 1.51 1.47 1.43

0.00

0.50

1.00

1.50

2.00

2007 2008 2009 2010 2011 2012 2013 2014 1Q2015
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(as of March 31, 2015)
(in millions)

Initial 
Investment 

Date

Capital 
Committed

Capital 
Invested

Realized 
Proceeds

Unrealized 
Value Total Value

Gross Multiple 
of Cost2 Gross IRR2 Net IRR 3

Unrealized Investments
Abbot Group plc Jul-08 311.5 289.6 41.3 240.5 281.8 1.0x NM
Anadarko EOR Nov-07 175.0 175.0 230.0 38.2 268.2 1.5x 17.7%
BlackBrush NewCo, LP Mar-11 255.0 242.4 122.2 360.4 482.6 2.0x 29.8%
GLID Wind Farms Topco Ltd Dec-09 87.3 87.3 13.8 122.5 136.3 1.6x 9.3%
Kelson Energy Inc. Mar-07 $45.0 $45.0 $32.2 $53.0 $85.2 1.9x 9.4%
Larchmont Resources, LLC Feb-09 375.0 375.0 408.0 48.8 456.8 1.2x 7.5%
Piñon Gathering Company, LLC Jul-09 200.0 200.0 196.1 145.6 341.6 1.7x 13.4%
Sete Brasil Participações S.A. Jan-12 135.0 110.6 1.8 66.4 68.2 0.6x NM
Sunshine Mar-12 50.0 50.0 0.0 4.1 4.1 0.1x NM
Tarpon Operating & Development Jul-08 265.0 252.0 29.8 61.6 91.4 0.4x NM

Total Unrealized Investments $1,898.8 $1,826.8 $1,075.2 $1,141.1 $2,216.3 1.2x 6.0%
Realized & Substantially Realized Investments
Ambrose Energy I, Ltd. Nov-07 50.0 28.0 81.6 0.0 81.6 2.9x 491.4%
Anadarko Drill Fund III May-07 100.0 81.3 99.8 0.0 99.8 1.2x 13.3%
Big Sky, LLC Oct-07 50.0 8.0 1.9 0.0 1.9 0.2x NM
Cheniere Common Units Holding, LLC May-08 48.5 48.5 55.0 0.0 55.0 1.1x 61.6%
Complete Energy Batesville II, LLC Mar-07 $41.6 $41.6 $47.1 $0.0 $47.1 1.1x 19.3%
Coogee Resources (Finance) Pty Ltd Jul-08 190.0 165.0 240.6 0.0 240.6 1.5x 78.4%
Coyle Acquisition Corp., LLC Jul-07 34.0 34.0 19.0 0.0 19.0 0.6x NM
Greenfield South Holding Company, LLC May-11 130.0 29.4 77.2 0.0 77.2 2.6x 207.0%
Invenergy Wind (Invenergy II) Dec-08 65.0 64.9 118.8 0.0 118.8 1.8x 16.1%
Invenergy Wind North America (Invenergy Sep-08 39.0 39.0 41.6 0.0 41.6 1.1x 38.3%
Lipari Holdings Sep-08 50.0 42.0 75.1 0.0 75.1 1.8x 45.2%
Moly Mines Sep-08 150.0 150.0 223.7 1.2 224.9 1.5x 34.6%
National Coal of Alabama Oct-07 79.5 79.0 13.5 0.0 13.5 0.2x NM
Nations Petroleum Oct-08 200.0 139.2 303.1 0.0 303.1 2.2x 53.0%
NGP Blue Mountain Holdco Aug-08 130.0 129.7 113.0 3.7 116.8 0.9x NM
Presidium Antrim West Feb-08 75.0 62.4 5.7 0.0 5.7 0.1x NM
Severn Power Holdings Limited Apr-08 59.1 59.1 68.5 0.0 68.5 1.2x 10.6%
Umbria Natural Resources Jun-07 50.0 37.4 7.8 0.0 7.8 0.2x NM
WISE Well Intervention Services, Inc. Aug-07 70.0 53.0 41.2 0.1 41.3 0.8x NM
Xinergy Corporation Mar-08 35.0 35.0 55.0 0.0 55.0 1.6x 34.7%

Total Realized Investments $1,646.7 $1,326.4 $1,689.2 $5.1 $1,694.3 1.3x 17.6%

Total Fund XIV Investments $3,545.5 $3,153.2 $2,764.4 $1,146.1 $3,910.6 1.5x 9.3% 5.8%

Fund XIV Track Record*

*Numerical footnotes refer to corresponding historical track record notes on page 58. Please refer to pages 58-60 for important performance information, endnotes and disclosures, including a 
description of the IRR methodology.

Note: Performance described herein is gross unless otherwise noted. Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results.

(a) Total Fund Gross Multiple of Cost is calculated by diving Total Value by the original Fund XIV commitment of $2.6 billion (does not factor in  reinvestments).

(a)
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Fund XIV
Fund XIV Capital Invested 

$3.2B Total
As of March 31, 2015
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9%
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2%

Sete Brasil
5%

Severn Power 
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1%
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Note: Historical performance indications and financial market scenarios are not reliable indicators of current or future performance. Past performance is not a guarantee of future results.
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Tab V
Fund Performance: EIG Energy Fund XV

Note: For illustrative purposes only. Past performance is not a guarantee of future results. 
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($ Millions, unaudited) 3/31/15 Historical Fund Performance (TVPI)

Total Commitments $4,121 
Increase Due to Reinvestment $698
Total Drawdowns (Including Deemed Contributions)1 ($3,680)

Remaining Commitments $1,138

Total Number of Investments since inception 20
Unrealized Investments 19

Total Distributions (Including Deemed)1 $1,296

Key Fund Valuation Metrics2

DPI (Distributions to paid-in capital) 0.4x
RVPI (Residual value to paid-in capital) 0.8x
TVPI (Total value to paid-in capital) 1.2x

Key Fund Performance Metrics

Average Yield3 7.6%
Gross Internal Rate of Return (IRR) 13.6%
Net IRR 8.2%

Fund XV Portfolio Summary

By Region
Portfolio Breakdown (By Committed Capital)

By Ranking

*Note:  Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results. There can be no assurance that the Fund will 
achieve its objective or avoid substantial losses.

Please see explanatory notes and disclosures on pages 58-60, which includes a description of the IRR methodology.
1. Includes deemed contributions, which are amounts withheld from distributions and applied to fulfill capital calls, totaling $198 million as of 

March 31, 2015.
2. DPI is calculated by dividing total distributions by total drawdowns, RVPI is calculated by dividing total portfolio net asset                                                         

value by total drawdowns and TVPI is calculated by dividing the sum of total distributions and portfolio net asset value by total 
drawdowns.

3. The average yield is calculated by taking the average of the quarterly yield (net investment income,  inclusive of realized gains, divided by
capital outstanding) since inception based on a representative vehicle that made all the relevant fund investments using the standard fund 
investment guidelines and the standard fee and expense structure for the relevant fund. 

By Sector
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Fund XV Track Record*

*Numerical footnotes refer to corresponding historical track record notes on page 58. Please refer to pages 58-60 for important performance information, endnotes and disclosures, including a 
description of the IRR methodology.

Note: Performance described herein is gross unless otherwise noted. Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results.

(a) Final hold is $340M. Sold $40M and $70M in December 2011 and January 2012, respectively.

(as of March 31, 2015)
(in millions)

Initial 
Investment 

Date

Capital 
Committed

Capital 
Invested

Realized 
Proceeds

Unrealized 
Value Total Value Gross Multiple 

of Cost2 Gross IRR2 Net IRR 3

Unrealized Investments
Jamestown Resources, LLC Jun-10 $600.0 $599.2 $146.3 $510.0 $656.3 1.1x 3.2%
BlackBrush NewCo, LP Mar-11 255.0 242.4 122.2 360.4 482.6 2.0x 29.8%
CHK Utica, LLC Nov-11 500.0 500.0 683.7 136.4 820.1 1.6x 22.7%
Plains Offshore Operations, Inc. (a) Nov-11 450.0 450.0 182.5 469.0 651.5 1.4x 16.1%
Intervention Energy, LLC Jan-12 201.0 122.5 40.4 120.8 161.2 1.3x 14.4%
Sete Brasil Participações S.A. Jan-12 135.0 110.6 1.9 66.4 68.3 0.6x NM
CHK Cleveland Tonkawa, LLC Mar-12 100.0 100.0 20.5 64.9 85.4 0.9x NM
BTB Pipeline Jul-12 320.0 308.1 161.2 298.8 460.1 1.5x 21.3%
Manabi S.A. Aug-12 151.1 151.1 0.0 37.8 37.8 0.3x NM
Abengoa Solar Mar-13 158.0 158.0 2.4 237.4 239.7 1.5x 32.8%
Coalspur Apr-13 350.0 47.0 7.0 23.9 30.9 0.7x NM
Liberty/Patriot Facilities Dec-13 200.0 200.0 17.5 247.0 264.5 1.3x 29.0%
American Energy Permian Basin, LLC Dec-14 200.0 74.8 0.0 81.7 81.7 1.1x 39.7%
FourPoint Holdings, LLC Jan-14 264.4 197.2 9.2 189.7 199.0 1.0x 1.9%
Jonah Energy Holdings LLC May-14 37.5 37.5 2.0 22.1 24.1 0.6x NM
Greenko Dec-14 $150.0 $125.0 $1.6 $132.7 134.2 1.1x 28.2%

Total Unrealized Investments $4,072.0 $3,423.4 $1,398.4 $2,999.2 $4,397.6 1.3x 12.9%

Realized & Substantially Realized Investments
Greenfield South Holding Company, LLC May-11 $130.0 $29.4 $77.2 $0.0 $77.2 2.6x 207.2%

Total Realized Investments $130.0 $29.4 $77.2 $0.0 $77.2 2.6x 207.2%

Cheniere Energy, Inc. Mar-15 327.8 0.0 0.0 0.0 0.0 NM NM
Breitburn Energy Partners, LP Mar-15 192.8 0.0 0.0 0.0 0.0 NM NM
Abengoa Projects Warehouse I, LLP Apr-15 $124.0 0.0 0.0 0.0 0.0 NM NM
Total $644.6

Total Fund XV Investments $4,846.6 $3,452.8 $1,475.6 $2,999.2 $4,474.8 1.3x 13.6% 8.2%

Unrealized Investments closed but not 
funded as of March 31, 2015
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Fund XV

Fund XV Capital Committed
$4.8B Total

As of March 31, 2015
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Note: Historical performance indications and financial market scenarios are not reliable indicators of current or future performance. Past performance is not a guarantee of future results.
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Tab VI
Fund Performance: EIG Energy Fund XVI

Note: For illustrative purposes only. Past performance is not a guarantee of future results. 
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($ Millions, unaudited) 3/31/15

Total Commitments $6,060 
Increase Due to Reinvestment $10
Total Drawdowns ($954)
Remaining Commitments $5,116

Total Number of Investments since inception 7
Number of Portfolio Companies 7

Total commitments to-date $2,961

Fund XVI Portfolio Summary

*Note:  Historical performance indications and financial market scenarios are not reliable indicators of current or future performance. Past performance is not a guarantee of future results. 
Please see explanatory notes and disclosures on pages 58-60.

$6.06 billion committed at final closing (November 2013)

Portfolio of hybrid debt & equity investments

Ramp-up termination date: May 31, 2018

By Sector By Region

By Ranking

Portfolio Breakdown (By Committed Capital)
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Fund XVI Track Record*

* Numerical footnotes refer to corresponding historical track record notes on page 58. Please refer to pages 58-60 for important performance information, endnotes and disclosures, including a 
description of the internal rate of return (“IRR”) methodology.

- IRRs for Fund XVI are not reported due to the early stage of the Fund and are reflected as Not Meaningful (“NM”).

- Note: Performance described herein is gross unless otherwise noted. Historical performance indications and financial market scenarios are not reliable indicators of current or future 
performance. Past performance is not a guarantee of future results.

(as of June 1, 2015)
(in millions)

Initial 
Investment 

Date

Capital 
Committed

Capital 
Invested

Realized 
Proceeds

Unrealized 
Value Total Value

Gross Multiple 
of Cost2 Gross IRR2 Net IRR 3

Unrealized Investments
Prumo Logistica SA Oct-13 773.5 773.5 0.0 164.5 164.5 0.2x NM
American Energy Permian Basin, LLC Dec-14 200.0 74.8 5.6 81.7 87.4 1.2x 39.7%
FourPoint Holdings, LLC Jan-14 616.9 481.6 21.5 442.7 464.2 1.0x 1.9%
Jonah Energy Holdings LLC May-14 37.5 37.5 1.9 22.1 24.0 0.6x NM
Breitburn Energy Partners, LP Mar-15 283.5 278.0 7.6 278.0 285.6 1.0x NM
Cheniere Energy, Inc. Mar-15 482.0 321.4 9.6 321.4 331.0 1.0x NM
Abengoa Projects Warehouse I, LLP Apr-15 $567.9 $336.3 $5.0 $336.3 $341.4 1.0x NM

Total Fund XVI Investments $2,961.3 $2,303.0 $51.2 $1,646.8 $1,697.9 0.7x NM NM
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Fund XVI

Note: Historical performance indications and financial market scenarios are not reliable indicators of current or future performance. Past performance is not a guarantee of future results.

Fund XVI Capital Committed
$3B Total

As of March 31, 2015

AEPP
8%

APW1
23%
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Port of Açu

Source: Prumo
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- Natural Gas: 1.4 GW 
gas fired TPP project 
with PPA and LNG regas
facility committed to Açu

- Anchor projects for the 
Açu Gas Hub JV with 
Grupo Bolognesi

Key developments since EIG’s investment in Prumo

29

Since October 2013 the Port of Açu project has experienced significant development and de-risking

Oct’13Oct’13 Jan’14Jan’14 Apr-May’14Apr-May’14 Oct’14Oct’14 Nov’14Nov’14 Dec’14Dec’14

EIG acquires control 
through a R$1.3B 
capital increase

Restructuring of the 
balance sheet 
including BNDES 
‘enquadramento’ 
and approval of 
R$900 million in 
new bridge loans 

Eduardo Parente hired 
as CEO

Closing and funding of new 
bridge facilities to complete 
“core infrastructure” of T2

- T1 operational: Ferroport “First 
Ore” Anglo-American Take-or-Pay 
payment

- R$650 million capital increase for 
growth increases EIG stake

T2 operational: NOV 
and Technip cargoes

Petrobras contract 
award for six-berth 
supply base with 
Edison Chouest in T2

Fund XVI
Security: Control Equity
Committed Capital: $780.0M
Invested Capital: $773.5M

Apr/May’15Apr/May’15Mar’15Mar’15

Edison Chouest
increased it’s 
leased area to 
pursue expansion 
for over 14 berths

Chouest B-Port Design at T2

- T-Oil anchor contract for 
200kbpd under negotiation

- T-Oil JV negotiations 
underway with JV 
operations partner to 
purchase 20% of the project

Anglo American Capesize

- Release of environmental 
license for BP-Prumo

- Operations expected in 1Q16
- T-Mult: quay completion

Long-Term 
financing 
closing 
expected

Jun’15Jun’15

Source: Prumo
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Açu Port is in proximity to Brazil’s most 
productive oilfields
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Low cost logistics for 
the O&G industry

30
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Safe and low cost operations
on the oil export transshipment

Crude oil capacity over 
1.2 mbbl / day

Berths: 1 Suezmax
and 2 VLCC

Tankage and 
Treatment

Crude Oil Terminal: Terminal 1 will provide 
logistics solutions for the pre-salt export volumes

Start Operations: 2016

Existing iron ore 
operations

31
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NOV, Technip, Intermoor 
and Wartsila
(operational)

Offshore supply base 14 
berths – Edison Chouest
(construction)

Drilling Mud 
treatment plant 
(construction)

Bunker terminal
BP Prumo
(construction)

LNG Terminal &
Gas Fired TPP
(2019)

Naval Repair Shipyard with 
floating dock
(2017)

3.7 km
-10 m

2.8 km 
-14.5m

General Cargo Terminal
(2015)

Offshore Supply: Terminal 2 is in operations and 
currently serving in the offshore industry

1st NOV Operation – Jan 2015
Edison Chouest is currently building the largest offshore supply base in 
Brazil with 14 berths – operations will start in the end of 2015 at Açu

32
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 Anchor demand from gas-fired 
thermal power plants

 Captive market of industrial clients
(fertilizers, petrochem, etc)

Gas Hub: Açu Port is positioned to provide solutions 
for transportation, processing and monetization of 
natural gas

 Existing offshore pipeline network is 
monopolized with limited capacity

 Gas processing and LPG’s logistics 
(port capacity)

 Access to gas grid (40km in 
proximity to demand)

Private 
offshore 
pipeline 
access

 Deep draft for LNG vessels

 FSRU capacity for balancing

 Liquefaction potential (onshore or 
near-shore FLNG)

Unique 
Solution for 

LNG

Proximity to 
Demand

33

Campos Basin
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Tab VII
Investment Summaries
Past performance is not a guarantee of future results.  Please see explanatory notes and disclosures on pages 58-60. Investment Summaries on pages 35-56 include 
all investments by EIG Energy Funds XIV, XV & XVI made since January 1, 2010.
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Asset Review  |  American Energy Permian Basin, LLC

EIG Funds Energy Funds XV & XVI
Issuer American Energy Permian Basin, LLC
Committed Investment $400,000,000
Initial Funding Date December 23, 2014
Total Invested $149,552,748
Realized Proceeds $0
Unrealized Value $163,472,848

Sector Upstream Oil & Gas
Project Location U.S.A.
Ranking Senior Unsecured Notes

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $400 million commitment (allocated equally between Funds XV and 

XVI)
• EIG is familiar with and has previously evaluated the oil & gas assets of 

American Energy Permian Basin, LLC, which include approximately 
90,000 net acres in the Permian Basin of West Texas (oil).

• The recent drop in oil prices and the widening of risk spreads provided 
the opportunity for the Funds to purchase public bonds of American 
Energy Permian Basin, LLC at a significant discount to par.

• The debt is covered by assets with large underlying oil reserves in a low 
cost basin and thus aims to minimize losses in the event of a prolonged 
oil price drop. 

• Given the significant drop in crude oil prices, original investors viewed 
these bonds as distressed and looked to exit at prices significantly 
below par.

CURRENT STATUS
• In December 2014, the Funds, together with other EIG managed funds, 

purchased bonds with a face value of $200 million at approximately 
70% of par plus accrued interest.  An additional $5 million was 
purchased at 71.5% of par in January 2015. The Funds will continue to 
purchase these bonds provided that prices are attractive in the 
Manager’s view.

Source: American Energy Permian Basin, LLC
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Asset Review| Abengoa APW-1

EIG Funds Energy Funds XV, XVI, APW-1 Co-Investment, 
Issuer Abengoa Projects Warehouse I, L.L.P. (“APW-1”)
Committed Investment $857,000,000*
Initial Funding Date April 7, 2015

Ranking Senior Shareholder Loan and Preferred Equity
Sector Renewables, Thermal Generation and Electricity 

Transmission

Project Location Chile, Mexico and Brazil
Initial Funding Date April 7, 2015
Final Maturity N.A.

BACKGROUND
• Joint-Venture (“JV”) between EIG and Abengoa S.A. on a 55-45% basis for

the development of a portfolio of assets comprising renewable and
conventional generation as well as electricity transmission assets

• Chile: solar power projects Atacama 1 and Atacama 2 for 220 MW of solar
tower technology and 200 MW of PV technology with capacity to operate
24/7. The project is fully owned by the JV

• Mexico: cogeneration project A3T4T with total capacity of 839 MW + 800 t/h
steam, located in Pemex’s gas processing facility in Tabasco. The project
will be fully owned by the JV

• Brazil: 9 electricity transmission projects spread across Brazil, totalling
6,461km of high- and medium-voltage transmission lines and 11 substations.
The JV will own a preferred equity instrument for c.33% of the capital, while
the remaining equity will be owned by Abengoa S.A. through common stock

• EIG’s investment in the JV will have preference over Abengoa’s cash flows

CURRENT STATUS
• All projects will be built under turnkey EPC contracts with Abengoa, with

aggregate project costs of over $8.5 billion
• Atacama 1 and A3T4T are currently under construction, the transmission

lines in Brazil are at a construction-ready stage and Atacama 2 is currently
under development

• Once operational, the Atacama and A3T4T projects will sell electricity under
long-term PPAs with creditworthy counterparties, while the transmission
assets in Brazil will receive regulated revenues under a solid framework

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.
CASE STUDY IS PROVIDED FOR ILLUSTRATIVE PURPOSES ONLY.

Source:  Abengoa Q1 2015 Investor Presentations and EIG.

* Plan is in place to potentially upsize to $1.1 billion.
Note: In addition to the above listed Funds, other EIG managed funds invested in the company.
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Asset Review  | Abengoa Solar

EIG Fund Energy Fund XV
Issuer South Africa Solar Investments S.L. (“SASI”)
Committed Investment $158,000,000
Initial Funding Date March 19, 2013
Total Invested $158,000,000
Realized Proceeds $2,370,000 
Unrealized Value $237,360,525 

Sector Renewables
Project Location South Africa
Ranking Mezzanine Notes
Final Maturity June 29, 2020

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $106 million investment in a portfolio of two concentrated solar power 

generation projects located in the Northern Cape province of South Africa
• Senior secured notes issued by SASI, a holding company established by the 

Abengoa group of Spain
• SASI holds a controlling interest in each of the two special purpose vehicles 

that own the 100 MW Kaxu solar thermal and the 50 MW Khi solar tower power 
projects

• The projects are being built by Abengoa under a turnkey contract and at a cost 
of approx. $1.3 billion

• When operational, the power plants will be selling electricity to Eskom, South 
Africa’s state-owned utility, under long-term contracts

• Abengoa S.A. is an international engineering and construction group based in 
Seville, Spain. It is a leader in solar technology and has been developing solar 
projects around the world.

CURRENT STATUS
• The 100MW solar thermal project is operating and generating power.  The 

plant is expected to be sold to Abengoa’s YieldCo in June 2015.  
• Commercial operation for the Khi solar tower project has been delayed by at 

least 12 months due to a crane accident.
• During March 2015, the Fund invested an additional $52 million as debt, to be 

used in the construction of a new 100 MW thermal power plant.
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Asset Review  | BlackBrush

EIG Fund EIG Energy Funds XIV & XV
Issuer BlackBrush TexStar, L.P.
Committed Investment $510,000,000
Initial Funding Date March 21, 2011
Total Invested $484,828,742
Realized Proceeds $244,394,120
Unrealized Value $720,897,068

Sector Upstream Oil & Gas
Project Location South Texas, U.S.A.
Ranking First Lien Notes & Common Equity
Final Maturity March 2016

Yield Enhancement Warrants and all gains attributable 
to equity ownership

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $510 million investment (split equally between Funds XIV and XV).
• BlackBrush is a diversified exploration and production company with 

producing upstream assets in the Eagle Ford Shale, a midstream 
gathering and processing business and an oil field services business.

• The investment closed on March 21, 2011, with an initial equity 
investment of $155 million for 51.2% of the Issuer.

CURRENT STATUS
• On July 30, 2014 BlackBrush sold all of its upstream E&P assets for 

$400 million.
• On August 4, 2014 BlackBrush sold its rich gas system to Southcross

Energy Partners (MLP). Remaining midstream assets of BlackBrush
were merged with Southcross Holdings (MLP parent) in return for 
equity of Southcross Holdings. 

• During March 2015, the Company completed construction of a 63,00 
bpd Fractionator.

• The Company is targeting a drop down in to the MLP of a gathering 
system, compression assets, and NGL pipelines.  The transaction is 
expected to close in Q2 2015.

Source:  EIA, May 2010. Blackbrush Oil & Gas, October 2012.
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Asset Review| Breitburn Energy Partners LP
EIG Funds EIG Energy Funds XV, XVI, EIG Redwood Co-

Investment
Issuer Breitburn Energy Partners LP
Total Investment Size: $1,000,000,000
EIG Investment Amount: $750,000,000
Initial Funding Date April 2015

Sector Upstream Oil & Gas
Project Location U.S. Resource Plays
Ranking Senior Secured Second Lien 

Notes and Series B Perpetual Convertible Preferred 
Units

Notes Interest Rate 9.25% cash
Notes OID 3.00%
Preferred Distribution Rate 8.00% payable in cash or additional units for 

three years at Breitburn’s option, and in cash 
thereafter

Preferred Conversion Price $7.50/unit

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.
CASE STUDY IS PROVIDED FOR ILLUSTRATIVE PURPOSES ONLY.

BACKGROUND
• $1 billion investment comprised of $650 million Senior Secured Second Lien Notes 

(“Notes) and $350 million Series B Perpetual Convertible Preferred Units (“Preferred 
Units” and together with the Notes, the “Investment”). Proceeds used to repay 
borrowings under Breitburn’s credit facility and to provide liquidity to opportunistically 
pursue strategic acquisitions in a depressed commodity price environment. 
Anchorage Capital Group purchased $175 million of the Investment and Guggenheim 
Partners purchased $75 million of the Investment, each on a pro rata basis.

• Breitburn (NASDAQ:BBEP) is an independent upstream master limited partnership 
that was founded in 1988 with an initial public offering in 2006. Breitburn’s asset base 
is a blend of conventional, unconventional, secondary recovery and tertiary recovery 
projects, largely located in California, Florida, Michigan, Oklahoma, Texas and 
Wyoming.

• The Notes have a fixed interest rate of 9.25% payable quarterly in cash, a 2% upfront 
fee, an original issue discount of 3% and will mature on May 18, 2020.

• The Preferred Units have a conversion price of $7.50/unit, a 2% upfront fee and pay 
monthly distributions at a rate of 8%, payable in cash or additional units at Breitburn’s 
option for the first three years, and in cash thereafter. After three years, the Preferred 
Units will be convertible at the option of the holder and by Breitburn under certain 
circumstances.

CURRENT STATUS
• The investment closed on March 27, 2015, and funded on April 8, 2015.

Source:  Breitburn Energy Partners LP, March 2015.

Note: In addition to the above listed Funds, other EIG managed funds invested in the company.
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Asset Review  | BTB Pipeline

EIG Fund Energy Fund XV & BTB Co-Investment
Issuer Gas Transboliviano S.A. (“GTB”)

Transportadora Brasileira
Gasoduto Bolivia-Brasil S.A. (“TBG”)

Committed Investment $375,000,000
Initial Funding Date July 12, 2012
Total Invested $360,647,810
Realized Proceeds $184,827,329
Unrealized Value $237,627,329

Sector Midstream
Project Location Brazil & Bolivia
Ranking Shareholder Loans and Common Equity
Average Cash Yield 12-15%
Yield Enhancement All gains attributable to 

equity ownership

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $310 million investment in GTB-TBG Holdings S.à r.l., a newly formed 

entity which holds substantial minority equity interests in TBG and GTB, 
the entities that own and operate the Bolivia-Brazil pipeline (“BTB”).

• BTB is 3,150 kilometers in length, stretching from Rio Grande, Bolivia 
to Guararema, São Paulo state, the largest natural gas market in Brazil, 
and southward to Porto Alegre in Rio Grande do Sul, Brazil.  

• Along the majority of the line, BTB has a capacity of 33 million cubic 
meters per day and measures 32 inches in diameter.1

• In 2011, over 35% of Brazil’s natural gas consumption was imported 
from Bolivia through BTB.2

CURRENT STATUS
• In January 2013, EIG closed two follow-on acquisitions which were 

funded with $80 million in co-investment and an incremental $97 million 
from Fund XV.

• As a result of the follow-on acquisitions, together with co-investors, 
Fund XV owns approximately 38% and 47% of the Bolivian and 
Brazilian operating companies, respectively.

1. Source: Brazilian Development Bank (BNDES) Infrastructure Report 45 (April 2000); Shaw Consultants International, Inc.
2. MercoPress April 30, 2012
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Asset Review | Cheniere Energy, Inc. 
EIG Funds Energy Fund XV, XVI, Corpus Christi Co-

Investment
Issuer Cheniere CCH HoldCo II, LLC
Total Investment Size $1,500,000,000
Initial Funding Date: May 13, 2015

Security Holding Company Notes
Sector Midstream (LNG)
Project Location U.S.
Coupon 11.00%; PIK during construction period
Conversion Feature Convertible into shares of Cheniere common

stock post completion of the final liquefaction
train; at Cheniere’s option at a 10% discount to
lower of then-current share price or 90-day
VWAP; at EIG’s option at 90-day VWAP

NOTE: PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS. CASE
STUDY IS FOR ILLUSTRATIVE PURPOSES ONLY.

BACKGROUND

• EIG committed $1.5 billion of convertible holding company notes (“Notes”) to fund a
portion of the required equity capital in connection with the construction of a ~$15
billion, 3‐train, 13.5 million metric ton per annum (“mmtpa”) LNG liquefaction facility
and a related 23‐mile, 48‐inch natural gas pipeline in Corpus Christi, TX

• Cheniere (NYSE MKT: LNG) is a publicly traded, pure play LNG company focused
exclusively on the development, construction and operation of LNG terminals and the
marketing of natural gas and LNG domestically and abroad

• Project economics are underpinned by a series of long-term, take-or-pay offtake
agreements with creditworthy customers for over 80% of Project capacity

• Construction risk is mitigated through fixed price, date certain, turnkey construction
contracts with affiliates of Bechtel Corporation, one of the preeminent global
engineering, construction and project management companies, which has built one-
third of the world’s LNG liquefaction plants

• The Notes will accrue interest at an annual rate of 11.00% during construction and are
expected to switch to cash pay thereafter

• The terms of the Notes also include upfront fees, significant prepayment protection,
benefit from preference over 100% of Cheniere’s equity in the Project and may be
convertible into shares of Cheniere common stock, including, under certain
circumstances, at a discount to Cheniere’s then-current share price

CURRENT STATUS

• The investment closed on January 16, 2015, and funded on May 13, 2015

• $1.0 billion of Notes funded at initial closing to partially finance two LNG liquefaction
trains; $500 million conditional commitment subject to Cheniere procuring sufficient
offtake agreements to support a third liquefaction train

Source:  Cheniere Energy, Inc., March 2015.

Note: In addition to the above listed Funds, other EIG managed funds invested in the company.
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Asset Review  |  Cleveland Tonkawa

EIG Fund Energy Fund XV
Issuer CHK Cleveland Tonkawa, LLC
Committed Investment $100,000,000
Initial Funding Date March 29, 2012
Total Invested $100,000,000 
Realized Proceeds $20,515,541 
Unrealized Value $64,913,149 

Sector Upstream Oil & Gas
Project Location Oklahoma, U.S.A.
Ranking Preferred Equity

Yield Enhancement Overriding Royalty Interest

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY 
IS FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• CHK Cleveland Tonkawa, L.L.C. (“CHK CT”) is a newly-formed 

unrestricted subsidiary of Chesapeake Energy Corporation that will own 
and develop 245,000 net acres in the Cleveland and Tonkawa 
formations in the Anadarko Basin in Oklahoma. 

• Preferred stock with cash dividend and a detachable overriding royalty 
interest in the existing production plus the first 1,000 net wells drilled on 
CHK CT’s assets.

CURRENT STATUS
• As of December 2014, production was 5,300 bopd, 2,900 bpd of NGL, 

and 35.7 mmscf/d from 809 producing wells.
• Currently negotiating the sale of the assets.
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Asset Review  | Coalspur

EIG Fund Energy Fund XV
Issuer Coalspur
Committed Investment $350,000,000
Initial Funding Date July 12, 2013
Total Invested $47,000,000 
Realized Proceeds $7,000,000 
Unrealized Value $23,879,448 

Sector Thermal Coal
Project Location Alberta, Canada
Ranking First Lien Notes

Yield Enhancement Options equivalent to ~16% 
ownership in the Company

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• Canadian based dual-listed company (ASX:CPL, TSX:CPT) developing 

the Vista Coal Project (“Vista”) in Alberta, Canada. 
• When at full capacity, Vista will produce 12 million tonnes per annum of 

high quality thermal coal for export through the Canadian west coast 
Ridley Port over a 26-year project life. 

• The Company has long-term committed rail and port export capacity for 
full production capacity in place. 

• Vista is one of very few new coal projects globally which has secured 
access to existing infrastructure and will ship high quality thermal coal 
into the Asia Pacific markets at competitive landed costs. 

• The Notes bear a fixed coupon, PIK during construction and a minimum 
cash pay component once in production. 

CURRENT STATUS
• The assets were sold to Cline Group in April 2015 for $20 million.  The 

Fund retains an optional payment stream with payments dependent on 
the price of coal.  The first payment is due when coal prices exceed 
$75/ton for four consecutive quarters.

Source: Coalspur presentation released on ASX on June 20, 2013.
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Asset Review  |  FourPoint Energy
EIG Funds Energy Funds XV & XVI
Issuer FourPoint Energy, LLC
EIG Investment Amount: $881,250,000
Initial Funding Date January 30, 2014
Total Invested $657,010,823
Realized Proceeds $30,481,392
Unrealized Value $632,469,765

Sector Upstream Oil & Gas
Project Location North Texas & Oklahoma, U.S.A.
Ranking Secured Notes 

Yield Enhancement Penny Warrants for 20% of the company’s 
fully diluted common stock

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS. CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $881.25 million investment (split between Funds XV and XVI, $284.4 million 

and $616.9 million, respectively) in Notes with proceeds used to acquire and 
develop oil and gas properties in the Anadarko and Permian Basins of the 
U.S.  GSO Capital Partners purchased $300 million of Notes.

• FourPoint is a newly-formed oil and gas company founded by George Solich
(“Solich”), who has built and sold three oil and gas companies.  

• Solich has a seasoned management team with significant experience in the 
Anadarko and Permian Basins.

• The Notes have a fixed interest rate payable in cash, an upfront fee, an 
original issue discount, and will mature on December 31, 2020.

CURRENT STATUS
• In June 2014, FourPoint purchased 14,375 net acres of Granite Wash assets, 

including 644 producing wells located in the Western Anadarko Basin for 
$137.6 million. 

• In December 2014, FourPoint also acquired additional Granite Wash assets 
from Linn Energy for approximately $488 million. To facilitate the acquisition, 
the Funds pro rata increased their debt commitment to $373.1 million and 
made an equity commitment of $100 million.

• As of December 2014, FourPoint operated 13 drilling rigs and is expected to 
reduce the rig count to two by June 2015 due to the recent drop in oil prices.

Western Anadarko Basin – Locator Map



CONFIDENTIAL – PREPARED EXCLUSIVELY FOR ARMBCONFIDENTIAL – NOT FOR REDISTRIBUTION 45

Asset Review  |  Greenfield

EIG Fund Energy Funds XIV & XV
Issuer Greenfield South HoldCo, LLC
Committed Investment $260,000,000
Initial Funding Date May 26, 2011
Total Invested $58,753,352
Realized Proceeds $154,391,290
Unrealized Value $0

Sector Power (Natural Gas)
Project Location Mississauga, Ontario, Canada
Ranking Second Lien Notes
Final Maturity December 2019

Yield Enhancement Yield Maintenance, 
Detachable Warrants (24.9% of Issuer)

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $260 million commitment (split equally between Funds XIV and Fund 

XV) of which $58 million was funded.
• Greenfield South Power Corporation owned development rights to a 

293 MW combined cycle gas fired power plant located just outside 
Toronto, Canada.

• Power from the facility was to be sold under a long-term Power 
Purchase Agreement (“PPA”) to the Ontario Power Authority (“OPA”).

CURRENT STATUS
• Construction was progressing on schedule and on budget but was 

halted before completion in November 2011 when the OPA announced 
it would not honor the PPA.

• The Funds prevailed in litigation proceedings and were ultimately able 
to reach a negotiated settlement with all defendants.

• Settlement proceeds were received in June 2012 for a final 207% gross 
IRR1.

1. Please see explanatory notes and disclosures on pages 59-61 for important information regarding the calculation of IRRs
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Asset Review  |  Greenko

EIG Fund Energy Fund XV
Issuer Greenko Mauritius
Committed Investment $150,000,000
Initial Funding Date December 15, 2014
Total Invested $125,000,000 
Realized Proceeds $1,562,500 
Unrealized Value $132,661,143 

Sector Power (Renewables)
Project Location India
Investment Structure First Lien Holdco Notes

Yield Enhancement Yield Maintenance, 
Detachable Warrants

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS. 
CASE STUDY IS FOR ILLUSTRATIVE PURPOSES ONLY.

BACKGROUND
• Greenko is one of the leading renewable energy power developer and 

producer in India
• The company has over 30 projects accounting for 632MW already in 

operation and a robust development and construction process with and a 
1.5+ GW pipeline

• The portfolio is geographically diversified and focused on wind and hydro 
technologies

• Greenko was initially backed by private equity sponsors and is now listed 
on the London Exchange.  Issuer is a Mauritian subsidiary.

• Strong management team in place with deep experience in the power 
sector

CURRENT STATUS
• Funded in December 2014.
• The Company is expected to have 1,000 MW of operating assets in 2015.
• 360 MW of wind and 188 MW hydro projects are under construction.

Source:  Greenko
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Asset Review  |  Intervention

EIG Fund Energy Fund XV
Issuer Intervention Energy, LLC
Committed Investment $201,000,000
Initial Funding Date January 6, 2012
Total Invested $122,500,000 
Realized Proceeds $40,373,888 
Unrealized Value $120,846,608 

Sector Upstream Oil & Gas
Project Location Montana & North Dakota, U.S.A.
Ranking Senior Secured Notes
Final Maturity December 2016

Yield Enhancement Penny Warrants for 20% of the 
company’s fully diluted common stock

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• Intervention’s primary focus is on developing oil prospective 

Bakken Shale and Three Forks acreage located in Montana and 
North Dakota, U.S.A.

• Intervention participates in non-operated working interests, typically 
in the 3-5% range.

CURRENT STATUS
• $122.5 million was funded as of March 31, 2015.
• As of March 2015, Intervention’s reported oil production was 1,842 

bopd from 510 gross wells; average working interest in each well is 
approximately 2.8%. 

• In addition, the company has a working interest in 4 wells being drilled 
and 78 wells that are waiting to be completed. 

• Intervention hedged an average of 800 bopd for 2015 at ~$90/bbl, and 
500 bopd for 2016 at ~$85/bbl.
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Asset Review  |  Jamestown Resources

EIG Fund Energy Fund XV
Issuer Jamestown Resources, LLC
Committed Investment $600,000,000
Initial Funding Date June 2010
Total Invested $599,200,000 
Realized Proceeds $146,288,553 
Unrealized Value $510,027,572 

Sector Upstream Oil & Gas
Project Location U.S.
Ranking First Lien Notes
Final Maturity December 2016

Yield Enhancement Net Profits Interest

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• Jamestown was formed to fund the Founders Well Participation 

Program of Chesapeake Energy, a shareholder-approved management 
compensation program for Chesapeake’s CEO. 

• Jamestown is a highly diversified well program. 
• Chesapeake is one of the most experienced and active oil and natural 

gas drillers in the U.S.
• Jamestown has a low cost acreage position due to Chesapeake’s “first 

mover” position in many of the key shale plays.

CURRENT STATUS
• As of December 31, 2013, Fund XV had invested $599 million.
• As of January 2015, approximately 4,000 wells have been drilled, of 

which approximately 3,300 wells were producing 57 mmscf/d of gas 
and 4,500 b/d of liquids.

• Wells have been drilled in over 15 different basins/geographies within 
the lower 48 states of the USA. 

• Jamestown is expected to have the opportunity to participate in over 
10,000 future wells.2
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Asset Review  |  Jonah
EIG Fund Energy Funds XV & XVI
Issuer Jonah Energy Holdings, LLC
Total Investment: $500,000,000
EIG Investment Amount: $75,000,000
Initial Funding Date May 9, 2014
Total Invested $75,000,000
Realized Proceeds $3,993,300
Unrealized Value $44,274,932

Sector Upstream Oil & Gas
Project Location Wyoming, U.S.A.
Ranking Common Stock

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS. CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $75 million investment (allocated equally between Funds XV and XVI) in 

Common Stock with proceeds used to acquire and develop properties in the 
Jonah Field in Sublette and Sweetwater Counties, Wyoming.

• $500 million equity raise with TPG Capital, Dan Allen Hughes and  
Management.

• Jonah Field assets purchased from Encana Corporation.
• The total acquisition price was $1.815 billion which included debt financing in 

two tranches totaling $1.23 billion.
• Properties are in a world-class natural gas field with two decades of historical 

production and significant current production from over 1,500 wells. 
• Jonah Energy’s acreage position is one of the largest in the field including a 

significant position in the core overpressured area.

CURRENT STATUS
• The investment closed and funded on May 9, 2014.
• Production in January 2015 averaged 314 mmcfe/d. 
• 13 new wells were brought online in the first two months of 2015, and the 

Company is currently drilling its first horizontal well. 
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Asset Review  |  Liberty / Patriot

EIG Fund Energy Fund XV
Issuer Panda Liberty Intermediate Holdings II

Panda Patriot Intermediate Holdings II
Committed Investment Liberty: $100,000,000

Patriot: $100,000,000
Initial Funding Date December 16, 2013
Total Invested $200,000,000
Realized Proceeds $17,517,889 
Unrealized Value $247,026,453 

Sector Power (Natural Gas)
Project Location Pennsylvania, U.S.A.
Ranking Subordinated Notes 

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• Supports the construction by Panda Energy of two virtually identical 829 MW 

combined cycle natural gas-fired power generation facilities - Liberty and 
Patriot - located in the Marcellus shale region of Pennsylvania. 

• The Projects are located in the dry gas core of the Marcellus shale and 
within the PJM power market, one of the largest and most liquid power 
markets in the country.  

CURRENT STATUS
• Liberty and Patriot are under construction and currently expected to be in 

service by March 2016 and June 2016, respectively. 

Patriot Generating Facility
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NORTH PORT

Asset Review  |  Manabi

EIG Fund Energy Fund XV
Issuer Manabi S.A.
Committed Investment $151,134,734
Initial Funding Date October 2, 2012
Total Invested $151,134,734 
Realized Proceeds $0
Unrealized Value $37,822,253 

Sector Mining
Project Location Brazil
Ranking Preferred Equity

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY.

BACKGROUND
• Company was formed in March 2011 for the purpose of developing iron 

ore and export infrastructure assets in Brazil. 
• Manabi holds 78 mining rights in the State of Minas Gerais, which 

include the Morro do Pilar export projects and Morro Escuro domestic 
iron ore currently under the early stages of development. 

• Highly experienced management team with proven Brazilian iron ore 
industry expertise. 

• Iron ore mining development of up to 56 mtpa / Brazil, integrated iron 
ore transportation infrastructure and multi-use port development of up 
to 100 mtpa.

• High Fe content / lowest impurity level project in development globally.

CURRENT STATUS
• The investment closed and funded in October 2012.
• An offer to purchase the Company was received (cash-out option for 

existing preferred shareholders).  The Company is evaluating the offer 
and is likely to enter into negotiations to sell.
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Asset Review  |  Plains Offshore

EIG Fund Energy Fund XV
Issuer Plains Offshore Operations, Inc.
Committed Investment $450,000,000
Initial Funding Date November 17, 2011
Total Invested $450,000,000 
Realized Proceeds $182,515,378 
Unrealized Value $468,957,884 

Sector Offshore Oil
Project Location U.S.
Ranking Preferred Equity with conversion rights

Yield Enhancement Equity Warrants and all gains attributable
to equity ownership

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $450 million Fund XV investment (Final hold of $340M).
• Newly-formed subsidiary of Plains Exploration & Production Company 

that holds all of Plain’s deepwater Gulf of Mexico assets.
- Will fund development of Lucius and Phobos prospects (both 

Anadarko-operated) located nearby Exxon’s well-publicized 
Hadrian discovery.

• Convertible preferred stock with fixed coupon and attached warrants.

CURRENT STATUS
• $110,000,000 of the commitment was sold in January 2012.
• First production from the Lucius field was achieved in January 2015. As 

of February 2015, 3 wells were online and current production was 
approximately 35,000 bopd and 43 mmscfd of gas.  Full production is 
expected to be reached by July 2015. 

• A total of eight wells have been drilled in the field, however, the drilling 
of two additional wells may be required to fully produce the reserves.

• The Phobos exploration prospect was drilled during the first quarter of 
2013 and was classified as a discovery of hydrocrabon. 

Source:  Plains Exploration, June 2011.
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Asset Review  |  Prumo Logística
EIG Fund Energy Fund XVI
Issuer Prumo Logística Global S.A.
Committed Investment US$ 773,482,000
Initial Funding Date October 14, 2013
Total Invested $773,481,603 
Realized Proceeds $0
Unrealized Value $164,450,805 

Sector Midstream
Project Location Brazil
Ranking Common Equity

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS. CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• The Port of Aҫu (the “Port”), under development since 2007, is strategically 

located ~300 km north of Rio de Janeiro between the Campos and Santos 
offshore oil basins and the Minas Gerais iron ore producing region. 

• Aҫu will be among the world’s largest port complexes and will be critical to 
the development of Brazil’s oil & gas and iron ore industries. 

• Opportunity arose when liquidity constraints at the company’s parent, Eike 
Batista’s EBX Group, hampered EBX’s ability to fund the equity required to 
complete construction. As part of the transaction, most ties with the EBX 
Group will be eliminated.

CURRENT STATUS
• Fund XVI, together with another EIG managed fund, hold approximately 

72.8% of the common shares of Prumo.
• Key debt facilities have been renegotiated, company operation stabilized and 

management has been upgraded with the appointment of a new CEO, 
commercial officers, etc.

• First commercial operations at the Port was successfully completed on 
October 25, 2014 with a shipment of 80 tons of iron ore.

• The Company is in process of refinancing its bridge loans and raising 
additional debt, including the securitization of the Anglo American contract.

Note: In addition to the above listed Funds, other EIG managed funds invested in the company.



CONFIDENTIAL – PREPARED EXCLUSIVELY FOR ARMBCONFIDENTIAL – NOT FOR REDISTRIBUTION 54

Asset Review  |  Sete Brasil
EIG Fund Energy Funds XIV & XV
Issuer Sete Brasil Participações S.A. (“Sete”)
Committed Investment $270,000,000
Initial Funding Date January 18, 2012
Total Invested $221,112,000
Realized Proceeds $3,733,616
Unrealized Value $66,390,416

Sector Midstream (Drillships)
Project Location Brazil
Ranking Common Equity

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• 509 million Brazilian Reais (approximately US$270 million1) equity 

investment split between Fund XIV and XV.
• Sete Brasil created by Petrobras and its Brazilian partners to build and 

own ultra-deepwater drillships for charter for development of massive 
“pre-salt” oil reserves.

• Charter agreements with Petrobras are for 10 years or more in duration 
and largely US dollar denominated.

CURRENT STATUS
• The initial $100 million investment closed in January 2012 as an 

unsecured debt financing, a bridge to the common equity investment. 
The bridge investment was fully repaid in January 2013.

• Funds XIV and XV were allocated an equity ownership of 3.3% each of 
Sete in return for a commitment to invest R$509 million, all of which as 
been funded.

• Sete has been impacted by the recent bribery/graft allegations at 
Petrobras and which has directly impacted its ability to raise debt and 
consequently its ability to keep up with the contractual payments to the 
shipbuilders (5 shipbuilders, 29 vessels).

• Sete is currently negotiating a restructuring with Petrobras, lenders, and 
shipbuilder.

1.     Amounts stated in Reais are subject to currency fluctuations. Commitment of $135 million USD was calculated using the BRL to USD historical currency exchange rate at the time Fund XV entered
into its commitment in BRL.
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Asset Review  |  Sunshine

EIG Fund EIG Energy Funds XIV 
Issuer Sunshine Oil Sands Ltd.
Committed Investment $50,000,000 
Initial Funding Date March 1, 2012
Total Invested $49,976,779
Realized Proceeds $0
Unrealized Value $4,085,292 

Sector Upstream Oil & Gas
Project Location Alberta, Canada
Ranking Common Equity

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS 
FOR ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• On March 1, 2012, Fund XIV acquired $50 million of common stock in 

the Hong Kong listing of Sunshine Oil Sands ("Sunshine"). The 
company subsequently dual listed on the Toronto Stock Exchange.

• The Company is the largest non-partnered acreage holder in the 
Athabasca oil sands located in the Alberta province of Canada, holding 
over a million acres (464M hectares) in the play. 

• Sunshine has 2P reserves + contingent resources of 3.5b bbl., a 
reserve life of approximately 55 years, and is in the process of 
developing the oil sands reserves using Steam Assisted Gravity 
Drainage (“SAGD”), which is a technology that has been used in the 
Canadian oil sands development since the 1970’s.

CURRENT STATUS
• Due to the lack of capital, the company has slowed down or halted its 

work on the SAGD projects, namely the Thickwood project 
(construction of a 10,000 bop facility) and the Legend Lake project 
(construction of a 10,000 bopd facility).

• Construction on the 200,000 bopd West Ells project is set to restart with 
the raising of $275 million in debt and equity. 
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Asset Review  | Utica

EIG Fund Energy Fund XV & Utica Co-Investment
Issuer CHK Utica, LLC
Committed Investment $791,500,000
Initial Funding Date November 2, 2011
Total Invested $791,500,000
Realized Proceeds $707,334,633 
Unrealized Value $224,000,556 

Sector Upstream Gas
Project Location U.S.
Ranking Preferred Equity

Yield Enhancement Overriding Royalty Interest

NOTE:  PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.  CASE STUDY IS FOR 
ILLUSTRATIVE PURPOSES ONLY. 

BACKGROUND
• $500 million Fund XV investment (plus $291.5 million investment made 

by other EIG related co-investors).
• A Chesapeake Energy subsidiary formed to own and develop 700,000 

acres in the liquids-rich Utica Shale in Ohio.
• Preferred stock with cash dividend and a detachable overriding royalty 

interest in first 1,500 net Utica wells drilled.

CURRENT STATUS
• On May 8, 2013, Chesapeake repurchased preferred stock from the 

Fund with a par value of $116 million at a price of $128 million (110.5% 
of par).

• On July 29 2014, the Fund sold the remaining Preferred Equity back to 
Chesapeake for $453 million.

• The detachable overriding royalty interest remains outstanding with the 
Fund and other EIG related co-investors receiving approximately $1.3 
million per month.

1. The status outlook compares the gross IRR as calculated in footnote 2 as of 3/31/15 to EIG’s Base Case IRR for the investment. In absolute terms, if the difference (x) is >= EIG’s Base Case: “As
Anticipated/Outperformance” (Green), < EIG’s Base Case IRR: “Underperformance” (Yellow), Investment projected at a loss “Loss” (Red). The status outlook is intended to provide investors with
an indication of which portfolio investments EIG currently considers the value drivers in the portfolio based on data and calculations performed as of 3/31/15 and takes into account a number of
assumptions which may not occur as contemplated. The status outlook of an investment is likely to change over the life of the investment held by the Fund. As such, investors should not consider
the status outlook as an indication of the overall performance of an investment or of the Fund’s performance.
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Historical Track Record Notes
1. Past performance is not necessarily indicative of future results and there can be no assurance that the Fund will achieve comparable results. Any investment entails risk of

loss. Additional discussion of EIG’s performance and the risks involved in investing in the Fund is available upon request. All references to an EIG fund include each of
such fund’s related parallel funds, feeder funds and alternative investment funds, as appropriate. A full list of all investments made by EIG managed funds (including the
performance of such investments) is available upon request. Performance information is unaudited.

2. The Gross Multiple of Cost and aggregate gross IRR each reflect investment-level performance based on aggregated monthly cash inflows and outflows for each
investment and, where applicable, the valuation of unrealized investments, and does not take into account performance fees, carried interest, management fees and other
expenses that were incurred by the various relevant funds, which may be significant. “N/A” or “NM” indicates gross IRRs that are not applicable due to the short duration of
the fund or investment or if the fund or investment is currently held at a loss.

Effective June 30, 2012, EIG revised its methodology for calculating IRR for Funds XIV and XV in two ways that it believes result in a calculation that more appropriately
reflects the economic performance of the investments. First, cash flows used in calculation of the IRRs now include fee income (transaction, investment banking, break-up,
advisory and monitoring or other similar fees received in connection with a fund’s investments). Fee income was not included in the gross IRR calculations for previous
quarters. This change does not affect the calculation of net IRRs. Second, IRRs are calculated using actual daily gross cash flows and day counts. Previously, IRRs were
calculated based on a monthly gross cash flow and compounding convention.

In certain instances, the above-described changes in calculation methodology have resulted in a difference in the IRR reported herein versus the IRR reported in the June
30, 2012 Fund XV financial statements. Future financial statements will use the methodologies described herein. Terminal values used in calculating the current IRRs
represent the fair market value (“FMV”) of the investments at March 31, 2015 calculated in accordance with FAS 156 and EIG’s valuation policy. There have been no
changes to this calculation.

3. The net IRR and Total Value of Paid in Capital (“TVPI”) are based on investor contributions and distributions, and take into account performance fees, carried interest,
management fees and other expenses that were incurred by the funds. Certain EIG-managed funds had different fee and carried interest structures from the structure the
Fund is expected to have. TVPI is calculated by dividing the sum of total distributions and portfolio net asset value by total drawdowns. For purposes of this calculation,
any distributable cash that is reinvested by the Fund is deemed to be distributed to, and recontributed by, the investors. For funds comprising multiple investment vehicles
or funds for which investors are subject to different management fee or carried interest rates, the net IRR and TVPI are each based on a representative vehicle that made
all the relevant fund investments using the standard fund investment guidelines and the standard fee and expense structure for the relevant fund. The representative
account is EIG Energy Fund XIV, L.P. and EIG Energy Fund XV, L.P. The net IRRs and TVPIs of other investors or of other vehicles in the same fund group may vary.

4. The value of unrealized investments is based upon public market price indications for investments for which such information is available. In the absence of such prices,
value is determined for debt investments using a discounted cash flow method by calculating the net present value of projected cash flows from the investment over the
period the investment is expected to be held. The discount rate applied is based on a risk-adjusted premium that the general partner believes reflects the risk of not
achieving a return of capital on the investment within the stated term of the investment. Fund investments may include yield enhancements, such as royalty interests in oil
and gas properties, common shares received in exchange for warrants, warrants, equity options, net profits interests, cash flow participations and other interests.
Depending on the nature of the instrument, these yield enhancements are generally valued as described above with respect to debt investments. Valuations for unrealized
investments and yield enhancements are reduced if EIG determines in good faith that a significant impairment in value has occurred that has a significant negative impact
on the asset taking into consideration factors determined relevant. While each respective fund’s valuations of unrealized investments are based on assumptions that EIG
believes to be reasonable under the circumstances, the actual realized returns on unrealized investments will depend on, among other factors, future operating results,
market conditions at the time of disposition, related transaction costs and the timing and manner of sale, all of which may differ from the assumptions in the valuations that
are part of the performance data contained herein.
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THE INFORMATION CONTAINED HEREIN IS PROVIDED TO YOU AT YOUR REQUEST FOR INFORMATIONAL AND DISCUSSION PURPOSES ONLY AND IS NOT, AND MAY NOT BE RELIED ON IN ANY MANNER AS,
LEGAL, TAX OR INVESTMENT ADVICE OR AS AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY AN INTEREST AN INVESTMENT VEHICLE (A “Fund”) SPONSORED BY EIG GLOBAL ENERGY
PARTNERS, LLC OR ITS AFFILIATES (TOGETHER WITH SUCH AFFILIATES, “EIG”). THIS PRESENTATION WILL BE ACCOMPANIED BY A VERBAL DISCUSSION AND IS NOT COMPLETE WITHOUT A VERBAL
DISCUSSION. A PRIVATE OFFERING OF INTERESTS IN THE FUND WILL ONLY BE MADE PURSUANT TO A CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM (THE “OFFERING MEMORANDUM”) AND THE
FUND’S SUBSCRIPTION DOCUMENTS, WHICH WILL BE FURNISHED TO QUALIFIED INVESTORS ON A CONFIDENTIAL BASIS AT THEIR REQUEST FOR THEIR CONSIDERATION IN CONNECTION WITH SUCH
OFFERING. THE INFORMATION CONTAINED HEREIN WILL BE QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE OFFERING MEMORANDUM, WHICH CONTAINS ADDITIONAL INFORMATION ABOUT THE
INVESTMENT OBJECTIVE, TERMS AND CONDITIONS OF AN INVESTMENT IN THE FUND AND ALSO CONTAINS TAX INFORMATION AND RISK DISCLOSURES THAT ARE IMPORTANT TO ANY INVESTMENT
DECISION REGARDING THE FUND. NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY STATEMENT CONCERNING THE FUND OTHER THAN AS SET FORTH IN THE OFFERING MEMORANDUM AND ANY SUCH
STATEMENTS, IF MADE, MAY NOT BE RELIED UPON. THE INFORMATION CONTAINED HEREIN MUST BE KEPT STRICTLY CONFIDENTIAL AND MAY NOT BE REPRODUCED OR REDISTRIBUTED, IN WHOLE OR
IN PART, IN ANY FORMAT WITHOUT THE APPROVAL OF THE FUND. EACH RECIPIENT AGREES THAT IT WILL AND IT WILL CAUSE ITS DIRECTORS, OFFICIALS, PARTNERS, EMPLOYERS AND
RESPRESENTIVES TO USE THE INFORMATION TO EVALUATE ITS POTENTIAL INTERST IN A FUND AND FR NO OTHER PURPOSE AND WILL NOT DIVULGE ANY SUCH INFORMATION TO OTHER PARTIES.
NOTWITHSTANDING THE FOREGOING, EACH INVESTOR AND PROSPECTIVE INVESTOR (AND EACH EMPLOYEE, REPRESENTATIVE, OR OTHER AGENT THEREOF) MAY DISCLOSE TO ANY AND ALL PERSONS,
WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF THE FUND AND ITS INVESTMENTS AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX ANALYSES)
THAT ARE PROVIDED TO SUCH INVESTOR OR PROSPECTIVE INVESTOR RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE, PROVIDED, HOWEVER, THAT SUCH DISCLOSURE SHALL NOT INCLUDE
THE NAME (OR OTHER IDENTIFYING INFORMATION NOT RELEVANT TO THE TAX STRUCTURE OR TAX TREATMENT) OF ANY PERSON AND SHALL NOT INCLUDE INFORMATION FOR WHICH NONDISCLOSURE
IS REASONABLY NECESSARY IN ORDER TO COMPLY WITH APPLICABLE SECURITIES LAWS.

EIG DOES NOT MAKE ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN AND NOTHING CONTAINED
HEREIN SHALL BE RELIED UPON AS A PROMISE OR REPRESENTATION WHETHER AS TO THE PAST OR FUTURE PERFORMANCE. CERTAIN INFORMATION CONTAINED HEREIN HAS BEEN OBTAINED FROM
PUBLISHED AND NON-PUBLISHED SOURCES. IT HAS NOT BEEN INDEPENDENTLY VERIFIED BY EIG, AND EIG DOES NOT ASSUME RESPONSIBILITY FOR THE ACCURACY OF SUCH INFORMATION. EXCEPT
WHERE OTHERWISE INDICATED HEREIN, THE INFORMATION PROVIDED HEREIN IS BASED ON MATTERS AS THEY EXIST AS OF THE DATE OF PREPARATION AND NOT AS OF ANY FUTURE DATE, AND WILL
NOT BE UPDATED OR OTHERWISE REVISED TO REFLECT INFORMATION THAT SUBSEQUENTLY BECOMES AVAILABLE, OR CIRCUMSTANCES EXISTING OR CHANGES OCCURRING AFTER SUCH DATE.
FURTHERMORE, IN CERTAIN RESPECTS, THE INFORMATION CONTAINED HEREIN IS INCOMPLETE WITHOUT BEING SUPPLEMENTED BY THE ACCOMPANYING ORAL PRESENTATION AND DISCUSSION.

AN INVESTMENT IN THE FUND WILL INVOLVE SIGNIFICANT RISKS, INCLUDING LOSS OF THE ENTIRE INVESTMENT. THE INTERESTS IN THE FUND WILL BE ILLIQUID, AS THERE IS NO SECONDARY MARKET
FOR INTERESTS IN THE FUND AND NONE IS EXPECTED TO DEVELOP. THERE WILL BE RESTRICTIONS ON TRANSFERRING INTERESTS IN THE FUND, INVESTMENTS MAY BE LEVERAGED AND THE
INVESTMENT PERFORMANCE MAY BE VOLATILE. BEFORE DECIDING TO INVEST IN THE FUND, PROSPECTIVE INVESTORS SHOULD READ THE OFFERING MEMORANDUM AND PAY PARTICULAR ATTENTION
TO THE RISK FACTORS CONTAINED IN THE OFFERING MEMORANDUM. THE FEES AND EXPENSES CHARGED IN CONNECTION WITH AN INVESTMENT IN THE FUND MAY BE HIGHER THAN THE FEES AND
EXPENSES OF OTHER INVESTMENT ALTERNATIVES AND MAY OFFSET PROFITS. INVESTORS SHOULD HAVE THE FINANCIAL ABILITY AND WILLINGNESS TO ACCEPT THE RISK CHARACTERISTICS OF THE
FUND’S INVESTMENTS. POTENTIAL CONFLICTS OF INTEREST MAY ARISE FROM THE RELATIONSHIP BETWEEN CREDIT SUISSE SECURITIES (USA) LLC AND ITS AFFILIATES (“CREDIT SUISSE”), WHICH IS
ACTING AS THE FUND’S PLACEMENT AGENT AND THE FUND.

MANY OF THE FUND’S INVESTMENTS ARE EXPECTED TO BE HIGHLY ILLIQUID, AND THERE CAN BE NO ASSURANCE THAT THE FUND WILL BE ABLE TO REALIZE ON SUCH INVESTMENTS IN A TIMELY
MANNER. THERE CAN BE ASSURANCE THAT THE FUND’S INVESTMENT OBJECTIVE WILL BE ACHIEVED OR THAT AN INVESTOR WILL RECEIVE ANY RETURN OF CAPITAL. INTEREST RATES, GENERAL LEVEL
OF ECONOMIC ACTIVITY, PRICE OF SECURITIES, PRICE OF COMMODITIES, THE RATE OF INFLATION AND PARTICIPATION OF OTHER INVESTORS IN THE FINANCIAL MARKETS MAY AFFECT THE VALUE AND
NUMBER OF INVESTMENTS MADE BY A FUND OR CONSIDERED FOR PROSPECTIVE INVESTMENT.

IN CONSIDERING ANY PERFORMANCE DATA CONTAINED HEREIN, YOU SHOULD BEAR IN MIND THAT PAST OR TARGETED PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS, AND THERE CAN BE NO
ASSURANCE THAT THE FUND OR A PORTFOLIO INVESTMENT HELD BY THE FUND WILL ACHIEVE COMPARABLE RESULTS OR THAT TARGET RETURNS WILL BE MET. YOU SHOULD ALSO BEAR IN MIND THAT
PAST OR TARGETED PORTFOLIO CHARACTERISTICS ARE NOT INDICATIVE OF FUTURE PORTFOLIO CHARACTERISTICS AND THERE CAN BE NO ASSURANCE THAT A FUND WILL HAVE COMPARABLE
PORTFOLIO CHARACTERISTICS OR THAT TARGET PORTFOLIO CHARACTERISTICS WILL BE ACHIEVED. IN ADDITION, THERE CAN BE NO ASSURANCE THAT UNREALIZED INVESTMENTS WILL BE REALIZED
AT THE VALUATIONS SHOWN AS ACTUAL REALIZED RETURNS WILL DEPEND ON, AMONG OTHER FACTORS, FUTURE OPERATING RESULTS, THE VALUE OF THE ASSETS AND MARKET CONDITIONS AT THE
TIME OF DISPOSITION, ANY RELATED TRANSACTION COSTS, AND THE TIMING AND MANNER OF SALE, ALL OF WHICH MAY DIFFER FROM THE ASSUMPTIONS ON WHICH THE VALUATIONS CONTAINED
HEREIN ARE BASED. THE IRRS PRESENTED ON A “GROSS” BASIS DO NOT REFLECT ANY MANAGEMENT FEES, CARRIED INTEREST, TAXES AND ALLOCABLE EXPENSES BORNE BY INVESTORS, WHICH IN
THE AGGREGATE MAY BE SUBSTANTIAL. NET IRRS ARE AFTER MANAGEMENT FEES, CARRIED INTEREST, TAXES AND ALLOCABLE EXPENSES. ALL IRRS PRESENTED ARE ANNUALIZED AND CALCULATED
ON THE BASIS OF MONTHLY INVESTMENT INFLOWS AND OUTFLOWS. NOTHING CONTAINED HEREIN SHOULD BE DEEMED TO BE A PREDICTION OR PROJECTION OF FUTURE PERFORMANCE OF THE
FUND. PROSPECTIVE INVESTORS ARE ENCOURAGED TO CONTACT EIG TO DISCUSS THE PROCEDURES AND METHODOLOGIES USED TO CALCULATE THE INVESTMENT RETURNS AND OTHER INFORMATIN
PROVIDED HEREIN.

WHILE VALUATIONS OF UNREALIZED INVESTMENTS ARE BASED ON ASSUMPTIONS THAT EIG BELIEVES ARE REASONABLE UNDER THE CIRCUMSTANCES, THE ACTUAL REALIZED RETURNS ON UNREALIZED
INVESTMENTS WILL DEPEND ON, AMONG OTHER FACTORS, FUTURE OPERATING RESULTS, THE VALUE OF THE ASSETS AND MARKET CONDITIONS AT THE TIME OF DISPOSITION, ANY RELATED
TRANSACTION COSTS AND THE TIMING AND MANNER OF SALE, ALL OF WHICH MAY DIFFER FROM THE ASSUMPTIONS ON WHICH THE VALUATIONS USED IN THE PERFORMANCE DATA CONTAINED HEREIN
ARE BASED. ACCORDINGLY, THE ACTUAL REALIZED RETURNS ON UNREALIZED INVESTMENTS MAY DIFFER MATERIALLY FROM THE RETURNS INDICATED HEREIN.

PROSPECTIVE INVESTORS SHOULD MAKE THEIR OWN INVESTIGATIONS AND EVALUATIONS OF THE INFORMATION CONTAINED HEREIN. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN
ATTORNEY, BUSINESS ADVISER AND TAX ADVISER AS TO LEGAL, BUSINESS, TAX AND RELATED MATTERS CONCERNING THE INFORMATION CONTAINED HEREIN AND SUCH OFFERING.

Important Disclaimer Information
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CERTAIN INFORMATION CONTAINED IN THIS PRESENTATION CONSTITUTES “FORWARD-LOOKING STATEMENTS,” WHICH CAN BE IDENTIFIED BY THE USE OF FORWARD-LOOKING TERMINOLOGY SUCH AS
“MAY,” “WILL,” “SHOULD,” “EXPECT,” “ANTICIPATE,” “TARGET,” “PROJECT,” “ESTIMATE,” “INTEND,” “CONTINUE” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE
TERMINOLOGY. DUE TO VARIOUS RISKS AND UNCERTAINTIES, ACTUAL EVENTS OR RESULTS OR THE ACTUAL PERFORMANCE OF ANY THE FUND MAY DIFFER MATERIALLY FROM THOSE REFLECTED OR
CONTEMPLATED IN SUCH FORWARD-LOOKING STATEMENTS. PROSPECTIVE INVESTORS IN THE FUND SHOULD NOT RELY ON THESE FORWARD-LOOKING STATEMENTS IN DECIDING WHETHER TO INVEST
IN SUCH FUND.

PRIVATE EQUITY INVESTMENTS ARE COMPLEX INVESTMENTS AND MAY CARRY A VERY HIGH DEGREE OF RISK. SUCH RISKS CAN ARISE FROM EXTENSIVE USE OF COMPLEX STRUCTURES, HIGH-RISK
STRATEGIES, DERIVATIVES AND DEBT INSTRUMENTS. FURTHERMORE, THE MINIMUM INVESTMENT PERIODS CAN BE LONG. PRIVATE EQUITY INVESTMENTS ARE INTENDED ONLY FOR INVESTORS WHO
UNDERSTAND AND CAN ACCEPT THE ASSOCIATED RISKS. PRIVATE EQUITY INVESTMENTS, INCLUDING THE INVESTMENT OPPORTUNITY DESCRIBED HEREIN MAY INCLUDE THE FOLLOWING OTHER RISKS: (I)
LOSS OF ALL OR A SUBSTANTIAL PORTION OF THE INVESTOR’S INVESTMENT DUE TO THE USE OF LEVERAGE, DERIVATIVES OR HIGH-RISK STRATEGIES BY INVESTMENT MANAGERS, (II) INVESTMENT
MANAGERS MAY HAVE INCENTIVES TO MAKE INVESTMENTS THAT ARE RISKIER OR MORE SPECULATIVE DUE TO PERFORMANCE BASED COMPENSATION, (III) LACK OF LIQUIDITY AS THERE MAY BE NO
SECONDARY MARKET FOR PRIVATE EQUITY INTERESTS AND NONE IS EXPECTED TO DEVELOP, (IV) VOLATILITY OF RETURNS, (V) RESTRICTIONS ON TRANSFER, (VI) POTENTIAL LACK OF DIVERSIFICATION
WHICH MAY RESULT IN HIGHER RISK DUE TO CONCENTRATION, (VII) HIGH FEES AND EXPENSES WHICH MAY OFFSET GAINS, (VIII) LITTLE OR NO REQUIREMENT TO PROVIDE PERIODIC PRICING OR
DETAILED VALUATION INFORMATION TO INVESTORS, (IX) COMPLEX TAX STRUCTURES AND DELAYS IN DISTRIBUTING IMPORTANT TAX INFORMATION TO INVESTORS AND (X) FEWER REGULATORY
REQUIREMENTS THAN REGISTERED FUNDS.

EIG’S SEC REGISTRATION AS AN INVESTMENT ADVISER DOES NOT CONSTITUTE AN ENDORSEMENT OF THE FIRM BY THE SEC NOR DOES IT INDICATE THAT EIG HAS ATTAINED A PARTICULAR LEVEL OF
EXPERTISE OR ABILITY.

Important Disclaimer Information
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Firm Information Investment Approach Total ARMB Mandate  
 
Abbott is a leading independent 
investment management firm founded in 
1986. Abbott creates and manages private 
equity separate accounts and fund of 
funds for institutional investors 
worldwide.   The firm currently manages 
over $7 billion in assets. Abbott focuses 
on private equity investments in venture 
capital, buyouts and special situations.   
 
Abbott is registered as an investment 
advisor with the SEC in the United States 
and has an office in London.   
 
Abbott has 50 employees, including 17 
investment professionals. 
  
Key Executives: 
Jonathan Roth, President 
Thaddeus Gray, Chief Investment Officer 
Chris Ragazzo, Managing Director 

 
Abbott’s decision-making process uses a team approach; no one individual has 
authority to make decisions regarding portfolio management without the input of other 
senior professionals. 
    
Abbott is extremely selective in choosing private equity investment funds.  Every 
partnership must meet rigid standards regarding the overall quality of the investment 
opportunity, such as:   
 Target markets that can support private equity investing;  
 Long-term and proven private equity business model;  
 Stable management team operating under a consistent firm culture;  
 Proven access to high-quality investment opportunities and resources;   
 Strong track record. 
 
Final investment decisions are made using a consensus-driven approach.  Investment 
decisions are made based on a team effort emphasizing the ongoing responsibility and 
accountability of Abbott’s investment staff with analysis and further review designed to 
meet the rigorous levels of Abbott’s managing directors and investment staff.   
 

Benchmark:  Internal Rate of Return and Thomson/Cambridge vintage year peer 
comparison. 
 
 
 
 

Assets Under Management: (4/30/15)    
Commitments:                    $2,135 million 
Market Value:                     $  780 million 
 
 
CY 14 Management Fees:  $2.0 million 

   
 

Concerns:  None 
 

Performance 
The since inception internal rate of return (IRR) for Abbott’s ARMB portfolio is 9.7% through 12/31/2014 compared to the Cambridge median and upper quartile returns of 7.9% 
and 15.7% respectively.  The Abbott multiple of invested capital is 1.5x compared to the Cambridge median and upper quartile multiples of 1.3x and 1.7x. 
 
For each vintage year from 1998 through 2009, the Abbott portfolio is in the first quartile one year and in the second quartile 11 years. 
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I. Abbott Capital Management Update 
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Abbott Capital Management, LLC 

 Leading independent private equity investment adviser with offices in New York and London 

 Track record spanning over 27 years and several market cycles 

 Over $7 billion in AUM; solely focused on private equity 

 Stable, multi-generational management team 

 Review over 500 investment opportunities each year; averaging over $750 million 
commitments per year* 

 Aim to build portfolios of cycle tested private equity managers 

̶ Core, globally-diversified 

̶ Specialized strategies 

 Seek attractive risk-adjusted returns in a variety of economic environments 

 Rigorous due diligence combines deep resources with extensive information network 

 High conviction portfolios; fundamental investment style 

 Independent team; minimizes conflicts regarding investment decisions 

 Alignment; significant investment alongside fund investors 

Experience  

Discipline 

Performance 

*Based on average commitments over the past 5 years. 
. 
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Operations & Support Services: 27 professionals 

Abbott’s Private Equity-Focused Organization 

One-team philosophy 

 Diverse perspectives 

 Collective decisions 

 Cycle-tested disciplines  

 

Alignment 

 Employee-owned 

 No conflicting businesses 

 Entire firm dedicated to client 
service 

 

Well-resourced 

 50 professionals 

 Stable team with many years 
working together 

 Robust institutional infrastructure 

Client Relations: 6 professionals 

Investments: 17 professionals 

Lauren Massey 
Managing Director 
Finance & Admin. 

24/20 
Paolo Parziale 

Managing Director 
Corp. & Fund Accounting 

15/12 

Mary Hornby 
Managing Director 
General Counsel 

 18/10 

Charles van Horne 
Managing Director 

29/14 

Matthew Smith* 
Managing Director 

15/15 

Thad Gray 
Managing Director 

Chief Investment Officer 
25/25 

Jonathan Roth 
Managing Director 

President 
23/22  

Tim Maloney 
Managing Director 

14/10 

Years of private equity experience / Years with Abbott 
*Abbott Capital Management (Europe), LLP.  See Appendix for complete biographies.    As of May 2015 

Chris Ragazzo 
Managing Director 

10/10 

Independent team of 50 professionals searching for the best ideas in private equity 

Young Lee 
Managing Director 

10/7 

Meredith Rerisi 
Managing Director 

14/14 

Katie Stokel 
Managing Director 

Chief Operating Officer 
29/17 

Nicole Wilson 
Senior Analyst 

3/1 

Jon Cleary 
Analyst 
<1/<1 

John Thomas 
Vice President 

7/<1 

Mona Marquardt 
Principal 

12/2 

Karen Hager 
Chief Compliance  

Officer 
11/<1 

Joe Juliano 
Senior Manager 

Operations 
13/13 

Chris Gimbel 
Manager 

Info. Systems 
1/1 

Matt Cestaro 
Manager 

Fund Accounting 
10/7 

Andrea Heidbreder 
Project Manager 

20/14 

Jennifer Lagnado 
Controller 

14/14 

Brian Susetka 
Analyst 

4/4 

Nafeesa Laiwalla  
Analyst 

1/<1 

Ryan Doyle 
Analyst 
<1/<1 

Lance Zhou 
Senior Analyst 

8/8 

Summer Ticas 
Associate 

3/1 

Jonathan Tubiana* 
Associate 

7/5 

Vonetta Young 
Associate 

<1/<1 

Len Pangburn 
Principal 

10/10 

Martha Cassidy 
Director 

31/2 

Daniel Kettner 
Vice President 

11/<1 
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II.  Investment Activity 
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Committed by ARMB

Special Situations

Buyouts

Venture Capital

Abbott Deal Flow* 
ARMB Primary Commitments 

2000 to April 30, 2015 

* Abbott Deal Flow represents primary investment opportunities presented to, or reviewed by, Abbott during the referenced period for all client accounts.  Investment opportunities presented to Abbott and 
still under review in a subsequent calendar year may be reflected in the totals for both the years. 

  

Abbott Deal Flow and ARMB Primary Commitments 
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2014 and 2015 commitment target: $175.0 million and $187.0 million 
– $176.8 million committed to portfolio funds in 2014 
– Commitment pace on target for 2015 through mid-year 

2014 and 2015 Commitment Activity 

AMRB Commitments 
2014 and January-April 2015 
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Buyouts and Special Situations

Venture Capital and Growth Equity

$176.8 

$59.5 

Lightspeed Venture X 
Lightspeed Venture Select 
Oak HC/FT 
Spectrum VII 
Sofinnova Venture IX 
JMI VIII 
Canaan X 

Warburg Pincus Energy 
ABRY Partners VIII 
Hellman & Friedman 
Energy Spectrum VII 

EnCap X 

Insight IX 
New Enterprise Associates 15 
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III.  Portfolio Review & Portfolio Fund Investments 
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ARMB Summary – Current & Liquidated Portfolio 
Portfolio Summary – as of April 30, 2015 Cumulative Portfolio Commitments – By Style as of April 30, 2015 

Total Portfolio Fund Commitments $2,135.3 million 

Primary Investments 
Secondary Investments 

$2,114.3 million 
$21.0 million 

Number of Investments (Primary/Secondary) 176/19 

Portfolio Metrics – as of April 30, 2015 Portfolio Metrics – as of April 30, 2015 

Amount Paid-In $1,651.7 million 
(77.4%) 

Net Distributions* $1,718.4 million 
(80.5%) 

Latest Valuation   $779.9 million 

Pooled IRR*   9.8% 

Multiple (TVPI)* 1.5x 

Current Portfolio Metrics – as of December 31, 2014 Current Portfolio Duration – as of December 31, 2014 

Underlying portfolio companies 
Underlying portfolio company investments 
Average age of portfolio companies 

2,013 
2,267 

4.7 years 

Number/Percent of Investments valued above cost  
Number/Percent of Investments valued at cost 
Number/Percent of Investments valued below cost 

1,192/ 52% 
381 / 17% 
694 / 31% 
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Number of Portfolio Company Investments

Secondaries 
(19 Interests) 

$21.0 mm 

Buyouts & Special Situations 
(99 Portfolio Funds) 

$1,389.1 mm  

Venture Capital and 
Growth Equity 

(77 Portfolio Funds) 
$725.2 mm  

As of April 30, 2015 

$2,135.3 

$2,498.3 

Latest Valuation 
Net Distributions 

Amount Paid-In Commitments 

$1,651.7 

34% 

65% 

*Net of gains and losses realized upon the sale of distributed stock, including brokerage and other related commissions. 
Past performance is not a guide to future results and is not indicative of expected realized returns.  
Diversification will not guarantee profitability or protection against loss. See Important Information Page and Abbott’s Form ADV Part 2a for additional disclosures. 
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Portfolio Fund 
Vintage Year 

Amount 
Paid-In Distributions** Net Cash Flows 

1986 - - - 
1987 - - - 
1988 - - - 
1989 - - - 
1990 - - - 
1991 - - - 
1992 - - - 
1993 - - - 
1994 - - - 
1995 - - - 
1996 - - - 
1997 - -  - 
1998 (1,283) 2,025,424           2,026,707  
1999 1,170 1,714,620           1,713,450  
2000 2,685 10,386,414         10,383,729  
2001 1,457,307 11,469,486         10,012,179  
2002 11,933 4,645,217           4,633,284  
2003 20,153 1,687,981           1,667,827  
2004 448,459 20,124,255         19,675,797  
2005 703,793 16,622,807         15,919,014  
2006 3,227,042 46,465,544         43,238,502  
2007 5,022,124 23,850,020         18,827,896  
2008 4,939,628 17,734,695         12,795,067  
2009 3,586,750  15,977,746         12,390,996  
2010 12,837,660 12,120,693             (716,967) 
2011 16,897,457 5,906,382        (10,991,075) 
2012 46,477,560 5,288,174        (41,189,386) 
2013 10,769,477 67,474        (10,702,002) 
2014 15,386,901 35,568        (15,351,333) 
Total $121,788,816 $196,122,500 

2014 Portfolio Fund Cash Flows 

2014 Capital Calls and Distributions  
by Portfolio Fund Vintage Year 

Portfolio Fund 
Strategy 

Amount 
Paid-In Distributions** Net Cash Flows 

VC & GE 43,831,344 73,621,672 29,790,328 
Buyouts 41,506,861 73,158,373 31,651,512 
Special Situations 36,450,611 49,342,455 12,891,844 
Total $121,788,816  $196,122,500 $74,333,685 
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Amount Paid-In Distributions

2014 Capital Calls and Distributions  
by Portfolio Fund Strategy 

As of April 30, 2015 

$74,333,685 
 
** Does not include gains and losses realized upon the sale of distributed stock, including brokerage and other related commissions. 
Past performance is not a guide to future results and is not indicative of expected realized returns. See Important Information Page and Abbott’s Form ADV Part 2a for additional disclosures. 
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Current Portfolio Company Diversification 

Geography Diversification by Value – As of April 30, 2015 Industry Diversification by Value – As of April 30, 2015 

 

Top Ten Portfolio Companies By Proportionate Value – As of April 30, 2015 

0% 5% 10% 15%

Other

BioTechnology

Energy Related

Communications

Basic Industries

Consumer Related

Financial Services

Medical/Health Related

Information Technology

Software

Company Name Portfolio Fund Name 
Zayo Bandwidth, Inc. (Zayo Group, LLC)                                                                                                                  Battery Ventures VII; Battery Ventures VIII; GTCR Fund X; 

M/C Venture Partners VI; Oak Investment Partners XII 
Lending Club Corporation *                                                                                                                            Canaan VII 
Sensus Metering Systems (Bermuda 1) Ltd.                                                                                            The Resolute Fund 
Tallgrass Energy Partners* Kelso Investment Associates VIII 
Antero Resources Corporation*                                                                                                                 Warburg Pincus Private Equity VIII; Warburg Pincus Private Equity X 
Milestone Aviation Group, Ltd.                                                                                               The Resolute Fund II 
NEW Asurion Corporation                                                                                                                  Berkshire Fund VIII; Madison Dearborn Capital Partners V; 

Welsh, Carson, Anderson & Stowe X; Welsh, Carson, Anderson & Stowe XI 
Auspex Pharmaceuticals* Thomas, McNerney &Partners II 
Dave & Buster’s Inc.*                                                                                                        Oak Hill Capital Partners III 
Douglas Holding AG                                                                                                           Advent International GPE VII-B, Advent International GPE VI - A 
Total Top Ten Portfolio Companies $76,872,701 

As of April 30, 2015 

Asia and 
Australia  

3.3% 

Rest of the World 
0.4% 

Europe  
19.1% North America  

76.4% 

Central and South 
America  

0.8% 

*Denotes publicly traded company 
Proportionate Value is calculated based on ARMB’s share of the total reported net asset value of the portfolio fund 
Past performance is not a guide to future results and is not indicative of expected realized returns. Diversification will not guarantee profitability or protection against loss. See Important Information Page 
and Abbott’s Form ADV Part 2a for additional disclosures. 
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IV. Review of Market Conditions 
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Private Equity Market Summary  
Buyouts and Special Situations Venture Capital and Growth Equity Looking Ahead through 2015 

Continuing seller’s market  

 Strong public markets and 
attractively priced debt drove exits 
to the highest level since 2007 

 Strategic acquirers were willing to 
buy, even at high prices 
 

Investments remained steady  

 Leverage multiples increased, 
helping to push purchase prices to 
pre-crisis levels 

 GPs exercised caution putting dry 
powder to work, given high 
valuations 

 Middle market investments 
increased nearly 60%, driven by high 
prices and competition in larger 
markets 

 

Robust IPO and M&A market for exits 

 Highest number of IPOs since 2000, 
with signature exits like Alibaba 

 M&A activity nearly tripled, 
including Facebook’s acquisition of 
Whatsapp for $19.5bn 
 

Significant increase in investments 

 High level of distributions/exits 
bolstered appetite for new 
investment 

 Trend toward larger deal sizes like 
Uber’s two $1.2bn financing rounds 

 Investments in life sciences and 
software companies were up by 29% 
and 77%, respectively 

 

 

 

Exits and distributions likely to continue as long as public 
markets remain strong 

 GPs will likely seek to monetize older investments 

 Later-stage and larger acquirers appear to remain a 
source of exits for earlier stage and smaller investments 

Investor enthusiasm remains high 

 U.S. investments expected to continue at similar pace 
and prices, with strong interest in middle-market and 
consolidation targets 

 Europe may present cheaper opportunities, but sluggish 
economies and less lending likely to dampen investment 

 Cash-rich technology companies may be seeking 
disruptive businesses, driving VC investment levels; 
caution is warranted regarding valuations 
 

Oil prices, interest rates, and debt markets bear watching 

 Existing energy portfolio companies may be negatively 
affected in short-term  

 Lower energy prices may boost broader economic 
activity in the medium term 

 Interest rate rise and more stringent lending could have 
a range of effects on businesses and PE participants 

The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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Strong public market valuations and available credit 
spurred robust exit activity;  

but a back-log of pre-crisis investments remains 

While investing has increased,  
high levels of dry powder remain 

The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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U.S. Buyouts & Special Situations Exits 

 2014 was another great year for sellers with 764 exits completed,  
the highest tally of the decade 

– Robust public markets  

– PE firms’ eagerness to sell aging portfolios amassed during buyout 
boom of 2005-2008  

– Strategic acquirers focused on growth and were willing to buy 
companies at high prices 

– Other PE firms sought to put dry powder to work 

 Deals worth > $1bn were over 60% of all capital exited in 2014 

– Second highest percentage of the decade 

 IPO and M&A proceeds increased from 2013 to 2014 

– $72.6bn raised by IPOs in 2014, an increase of 79%; average value 
per deal increased by 62% 

– $161.5bn in M&A exits in 2014, an increase of 63%; average value 
per deal increased by  12% 

– B2B companies were an acquisition focus  

– Energy exits decreased, due to fluctuating U.S. oil and gas 
production among other factors  

 Dividend recapitalizations remained popular, generating liquidity 

– $55.1bn through the first three quarters, matching the prior year  

 Despite continued favorable conditions, 2015 exit pace is off to a slow 
start compared to a very strong 2014 
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U.S. Buyout-backed Capital Exited by Size(3) 

The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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 Investing remained constant in 2014, $56.3bn invested in 2014,  
compared to $56.2bn in 2013 

– 2014 levels were not inflated by mega buyouts, but instead boosted by 
high valuations across smaller investments 

– Purchase price multiples matched 2007 peak levels 

– Due to competition and high prices in upper markets, activity in the 
middle market increased in 2014, with deals from $100mm-$1bn  
rising 58% from 2013 

 

 Debt was heavily utilized for 2014 deals as cheap credit allowed investors  
to justify bigger bids 

– The median debt percentage for 2014 reached its highest level  
in the last ten years  

– Senior debt has become a larger portion of average capital structure 

 

 Oil and gas investments were up in 2014, but below peak levels 

– Managers now focused on retrenchment of existing investments to 
mitigate commodity price risks 

 

 Add-ons continued to increase to 60% of buyout deals in 2014,  
driven by PE firms seeking smaller deals with lower prices 

 

 While purchase prices remain near pre-crisis levels, all-in cost of debt is much 
lower than the 2007 peak 

 

 

U.S. Buyouts & Special Situations Investing 
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The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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Facebook’s 
$19.5bn 
acquisition 
of 
Whatsapp 

Facebook’s 
$16bn IPO 

 Nearly 120% increase in venture-backed exits compared to 2013 

– Public markets continued to offer favorable conditions for IPOs 

– Median exit multiples were the highest in the last ten years 

 

 $15.3bn raised through 115 IPOs in 2014 versus $11.1bn through  
81 IPOs in 2013, 38% dollar increase 

– 65% of the number of IPOs in 2014 were from the Life Sciences 
sector, compared to 30% from IT  

– In contrast, 53% of IPO proceeds in dollars came from IT  
with 39% coming from Life Science 

– Life Sciences companies may IPO earlier than IT, to generate 
proceeds to fund research/clinical trials 

 

 M&A activity in 2014 was nearly triple the total deal value of 2013, 
and was the strongest year since 2007 

– Facebook’s acquisition of WhatsApp was nearly half of the 
$46.0bn total value of M&A 

– Excluding WhatsApp, M&A still increased 57% from 2013 

– IT was the focus of M&A activity in 2014 in both number of 
acquisitions and deal value 

 

 2014 saw 29 venture-backed “unicorns” that have not yet  
been sold or gone public 

– 2015 may see a number of these companies IPO 

 

 

 

 

U.S. Venture Capital & Growth Equity Exits 
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The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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U.S. Venture Capital & Growth Equity Investing 

 Venture capital investments increased by 61% to $48.3bn in 2014 

– 60% of all venture capital invested went to $25mm+ deals,  
the highest percentage since the dot-com boom 

– Uber’s two $1bn+ deals show the trend toward larger deal sizes 

– Companies are waiting longer to go public and founders seem to 
prefer to raise money in the private market, rather than face 
volatility in public markets 

 

 As companies remain private longer, with higher valuations,  
future financing and exit options may be limited 

– Despite these concerns, VC-backed IPOs have performed well 

 

 For startups open to M&A exits, the upswing in stock prices of 
acquirers has been advantageous  

– WhatsApp acquisition mostly paid for with Facebook stock 

 

 2014 saw the most capital deployed to start-ups since 2000  

– Software and biotechnology sectors enjoyed the most capital 
invested in 2014  

– Expansion capital dollars increased 102% in 2014 to $19.8bn, 
supported by the addition of non-traditional investors funding 
later-stage rounds 

 
 Exit Activity slowed in 1Q15 following the huge increase in 2014, 

which included Facebook’s $19.5 billion acquisition of Whatsapp   

U.S. Venture Capital Investments(9) 
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The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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U.S. Venture Capital: Dynamics of Investment Sectors 

Total Amount Invested  

# of Deals 

$19.8 bn (77% increase) 

1,799 (10% increase) 

Largest US Investment 

Industry 

Stage 

Amount ($) 

Description 

Uber 

Software 

Expansion 

$2.4bn (2 transactions) 
Provides application to connect 
riders with drivers 

 In 2014, the software industry continued as the single largest investment sector, followed by biotechnology 

– Software has held the number one spot in terms of dollars invested for 21 straight quarters  

– Life Sciences sector (Biotechnology and Medical Devices combined) rose to the highest level since 2008 
 

 Many venture firms have focused on shorter-term sectors such as software instead of longer term sectors, like biotechnology 

– Life Sciences has greater capital intensity and reliance on the FDA 

– Successfully achieving groundbreaking technology/cures takes time 

Total Amount Invested  

# of Deals 

$8.6bn (29% increase) 

789 (3% decrease) 

Largest US Investment 

Industry 

Stage 

Amount ($) 

Description 

Moderma Therapeutics  

Biotechnology 

Early Stage 

$446.1mm  
Develops and delivers  
therapeutic proteins 
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The views expressed are Abbott’s opinion as of June 2015 and are subject change without notice.  See end notes at back of document for source detail.  
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2014 Notable Exits by Exit Value(2) 
Venture Buyouts and Special Situations 

Alibaba* (Internet) 
China - $25.0bn 

Alliance Boots GmbH (Pharma) 
Switzerland - $15.0bn 

WhatsApp (Telecoms) 
U.S. – $19.6bn 

Biomet (Medical Instruments) 
U.S. - $13.4bn 

Nest Labs (Energy-Thermostat) 
U.S. - $3.2bn 

Grupo Corporativo Ono (Telecoms) 
Spain - €7.2bn 

Oculus VR (Technology) 
U.S. - $2.0bn 

Athlon Energy (Oil & Gas) 
U.S. - $7.1bn 

JD.com (Internet) 
China - $1.8bn 

Nuveen (Financial Services) 
U.S. - $6.3bn 

ROW 
70 

Global Private Equity Exits 
2014 Number of Exits (IPOs and M&A) for  

Buyouts and Special Situations & Venture Capital by Region(1)* 

North 
 America 

1,600 
Europe 

700 Asia 
300 

Europe 
 Notable increase in buyouts and venture capital exits, via sales to strategics, 

other PE firms, some IPOs, and re-caps 
 The currently depressed FX rate may make European businesses  

even more attractive to strategic acquirers  
 

Asia 
 Large increase in exits due to maturing investments in the region and  

easier access to IPO market in China 
 Alibaba, the largest exit in 2014, is the world’s biggest online commerce 

company, capturing 80% of China’s online shopping market  
 Economic reform in India may lift public markets and support increased exits 
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2014 Five Largest Deals by Deal Value(2) 
Venture Buyouts and Special Situations 

Uber (Telecoms-Logistics) 
U.S. - $2.4bn 

Tim Hortons (Restaurants) 
U.S. - $11.5bn 

Xiaomi Technology (Telecoms) 
China - $1.1bn 

Safeway (Retail) 
U.S. - $9.4bn 

Flipkart (Internet) 
India - $1.0bn 

PetSmart (Retail) 
U.S. - $8.7bn 

Cloudera (Software) 
U.S. - $900mm 

Gates Global (Manufacturing) 
U.S. - $5.4bn 

Didi Dache (Telecoms) 
China - $700mm 

Acosta Sales and Marketing (Marketing) 
U.S. - $4.7bn 

ROW 
330 

Global Private Equity Investing 
2014 Number of Deals for Buyouts and Special Situations &  

Venture Capital by Region(1)* 

North 
 America 

8,600 
Europe 
2,500 Asia 

1,400 

Europe 
 Slight increase in both buyouts and venture deals despite ongoing headwinds,  

limited GDP growth, and high pricing 
 Continuing macro-economic concerns: Greece’s status in the Eurozone;  

war in Ukraine; broad unemployment in certain countries 
 Potential opportunities: industry restructuring; sell-offs from large corporations; 

building pan-Europe or global distribution for local businesses 
 
Asia 
 Significant increase in buyouts and venture capital deals, driven by: 

– China: relaxed policies leading to new investments,  
e.g. large investment in state oil company 

– India: shifts in political landscape and economic reform 
 Commodity price impact: tumultuous markets, but potential upside 
 Different growth profiles: slowing in China, gearing up in India 
 Opportunities for control deals may increase, spurred by founder succession 

issues and a focus on core competencies 
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 2014 volume reached new annual high; 53% increase from 2013 

– Growing investor demand as shown by new high in secondary 
fundraising 

– Strong secondary market pricing conditions 

– Healthy capital markets and strong distribution activity 

 

 Average secondary pricing for all strategies increased in 2H 2014 to 
91% of NAV, compared to 87% in 2013 

 

 2014 has seen a dramatic increase in the number of providers of 
leverage for secondary purchases    

– Leverage may help secondary buyers reach the current high 
prices desired by sellers, especially on large portfolios  

 

 Secondary market pricing likely to remain high if public markets 
continue to perform strongly and dedicated dry powder remains at 
record levels 

 

Secondary Price(11) (% of NAV) 

Historical Secondary Markets Volume(11) 
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The information and charts presented in this document were generally sourced from the following materials.  End note numbers correspond to the numbers listed next to individual 
charts.  
 
(1) Thomson Reuters/Thomson ONE database (Investments and Exits) – as of May 29, 2015 
(2) Preqin: The 2015 Preqin Global Private Equity & Venture Capital Report 
(3) Pitchbook 2015 Annual US PE Breakdown Report 
(4) LCD’s Leveraged Buyout Review,4Q14, S&P’s Financial Services LLC 
(5) January 2015 – Private Equity Analyst  
(6) Thomson Reuters/National Venture Capital Association (Exits) - January 2, 2013; April 2, 2014; June 1, 2014, October 1, 2014; January 7, 2015 
(7) Pitchbook 2015 Annual U.S. Venture Industry Report 
(8) Thomson Reuters/National Venture Capital Association (Investments) – January 16, 2015 
(9) PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report, Data: Thomson Reuters 4Q 2014 
(10) Wall Street Journal: Defining Alibaba 
(11) Cogent Partners Secondary Market Trends & Outlook, January 2015 
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V. Summary & Outlook 
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Summary and Outlook 

ARMB 

 Resilient, well-diversified portfolio in place 
– Since 2010, annual distributions have far outpaced capital calls, although this gap narrowed in 2014 

 
 Market conditions remain conducive for sellers, however exit activity slowed in early 2015 

 
 Environment for putting capital to work is challenging, placing a premium on disciplined managers with experience investing 

through market cycles 
 

 Abbott is actively managing ARMB’s commitment pace in 2015 
– Pipeline for the remainder of the year is strong; anticipate meeting the $187 million annual target 

 

Past performance is not a guide to future results and is not indicative of expected realized returns. Diversification will not guarantee profitability or protection against loss. See Important Information Page 
and Abbott’s Form ADV Part 2a for additional disclosures. 



  26 

 
Appendix 

 



  27 

Statement of Investments – Current Portfolio 
As of April 30, 2015 (est.) 

Portfolio Funds  
Vintage 

Year 
Amount 

Committed 
Amount   
   Paid-In 

Total 
Distributions 

Latest 
Valuation Total Value TVPI 

Venture Capital and Growth Equity 
ABS Capital Partners VII 2012 $9,000,000 $ 6,020,829 $0 $ 6,463,598 $ 6,463,598 1.1 
Alta Partners VIII 2006 $4,000,000 $4,000,000 $ 3,600,191 $ 5,208,757 $ 8,808,948 2.2 
Atlas Venture Fund VI 2001 $6,200,000 $6,200,000 $ 2,995,125 $ 2,473,151 $ 5,468,276 0.9 
Atlas Venture Fund VII 2006 $9,000,000 $ 9,000,000 $ 4,840,625 $ 12,123,533 $ 16,964,158 1.9 
Austin Ventures VI 1998 $5,000,000 $5,000,000 $ 3,035,894 $0 $ 3,035,894 0.6 
Austin Ventures VII 1999 $8,000,000 $8,000,000 $ 6,110,863 $ 469,148 $ 6,580,011 0.8 
Austin Ventures VIII 2001 $5,533,333 $5,533,333 $ 8,291,602 $ 952,539 $ 9,244,141 1.7 
Austin Ventures IX 2006 $6,000,000 $5,942,535 $ 4,304,465 $ 3,736,578 $ 8,041,043 1.4 
Battery Ventures VII 2005 $800,000 $ 800,000 $ 805,787 $ 607,708 $ 1,413,495 1.8 
Battery Ventures VIII 2007 $2,300,000 $2,244,340 $ 2,593,319 $ 1,889,435 $ 4,482,754 2.0 
Battery Ventures VIII Side Fund 2008 $ 920,000 $ 833,727 $ 2,185,491 $ 196,155 $ 2,381,646 2.9 
Battery Ventures IX 2011 $2,700,000 $ 2,475,765 $ 1,320,376 $ 3,416,239 $ 4,736,615 1.9 
Battery Ventures X                                                              2013 $4,050,000 $ 1,787,918 $0 $ 1,763,623 $ 1,763,623 1.0 
Battery Ventures X Side Fund                                                    2013 $1,600,000 $ 850,880 $0 $ 914,362 $ 914,362 1.1 
Canaan VII 2005 $8,000,000 $ 7,840,000 $ 8,000,000 $ 20,981,822 $ 28,981,822 3.7 
Canaan VIII 2007 $8,000,000 $ 7,480,000 $ 6,627,370 $ 5,981,720 $ 12,609,090 1.7 
Canaan IX 2012 $9,000,000 $ 6,390,000 $ 1,721,989 $ 7,852,896 $ 9,574,885 1.5 
Canaan X 2014 $ 20,500,000 $ 2,255,000 $ 0 $ 2,151,983 $ 2,151,983 1.0 
ChrysCapital VI                                                                  2012 $5,000,000 $ 3,200,000 $ 100,000 $ 3,691,052 $ 3,791,052 1.2 
Columbia Capital Equity Partners II 1999 $5,842,450 $5,839,926 $4,742,274 $ 4,635 $ 4,746,909 0.8 
El Dorado Ventures VI 2000 $10,000,000 $ 8,480,000 $ 6,362,357 $ 1,390,021 $ 7,752,378 0.9 
El Dorado Ventures VII 2005 $10,000,000 $ 9,400,000 $0 $ 7,743,339 $ 7,743,339 0.8 
Insight Venture Partners IX 2015 $ 12,500,000 $ 1,375,000 $ 0 $ 1,375,000 $ 1,375,000 1.0 
InterWest Partners VIII 2000 $7,500,000 $7,500,000 $ 3,386,123 $ 2,106,797 $ 5,492,920 0.7 
InterWest Partners IX 2005 $9,000,000 $ 8,550,000 $ 6,485,312 $ 6,731,759 $ 13,217,071 1.6 
JMI Equity Fund V 2005 $3,900,898 $3,900,898 $ 19,190,000 $ 1,110,917 $ 20,300,917 5.2 

As of April 30, 2015 
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Statement of Investments – Current Portfolio 

As of April 30, 2015 
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Portfolio Funds  
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Committed 
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   Paid-In 

Total 
Distributions 

Latest 
Valuation Total Value TVPI 

Venture Capital and Growth Equity 
JMI Equity Fund VI 2007 $6,800,526 $6,650,926 $ 7,355,592 $ 3,151,964 $ 10,507,556 1.6 
JMI Equity Fund VII 2011 $6,500,000 $ 5,720,000 $ 1,465,303 $ 4,591,857 $ 6,057,160 1.1 
JMI Equity Fund VIII                                                             2014 $ 20,100,000 $ 0 $ 0 $ 0 $0 N/A 
Lightspeed Venture Partners Select                                              2014 $ 3,300,000 $ 1,287,000 $ 3,490 $ 1,283,726 $ 1,287,216 1.0 
Lightspeed Venture Partners X                                                   2014 $ 3,300,000 $ 940,500 $ 0 $ 910,625 $ 910,625 1.0 
LLR Equity Partners IV                                                          2013 $ 10,000,000 $ 3,700,000 $ 60,208 $ 3,599,766 $ 3,659,974 1.0 
M/C Venture Partners V 2000 $ 10,000,000 $ 9,946,344 $ 15,928,261 $ 131,319 $ 16,059,580 1.6 
M/C Venture Partners VI 2006 $ 9,000,000 $ 8,906,695 $ 9,294,547 $ 10,874,702 $ 20,169,249 2.3 
M/C Venture Partners VII                                                        2013 $ 10,000,000 $ 1,716,636 $ 0 $ 1,635,206 $ 1,635,206 1.0 
Mayfield XI 2000 $ 9,000,000 $ 7,740,000 $ 3,586,998 $ 2,878,351 $ 6,465,349 0.8 
Morgan Stanley Dean Witter Venture Partners IV 1999 $ 4,501,306 $ 4,501,306 $ 3,543,109 $ 199,375 $ 3,742,484 0.8 
Morgenthaler Partners VI 2000 $ 6,000,000 $ 6,000,000 $ 3,308,638 $ 83,522 $ 3,392,160 0.6 
Morgenthaler Partners VII 2001 $ 12,000,000 $ 12,000,000 $ 9,654,440 $ 1,378,410 $ 11,032,850 0.9 
New Enterprise Associates VIII 1998 $ 13,031,307 $ 13,031,307 $ 20,290,414 $ 1,220,876 $ 21,511,290 1.7 
New Enterprise Associates 9 1999 $ 11,018,353 $ 10,798,353 $ 3,733,009 $ 1,636,814 $ 5,369,823 0.5 
New Enterprise Associates 10 2000 $ 10,013,479 $ 9,863,479 $ 8,957,229 $ 3,221,608 $ 12,178,837 1.2 
New Enterprise Associates 11 2004 $ 12,000,000 $ 11,760,000 $ 22,693,236 $ 5,048,430 $ 27,741,666 2.4 
New Enterprise Associates 12 2006 $ 17,000,000 $ 16,745,000 $ 14,675,359 $ 11,249,326 $ 25,924,685 1.6 
New Enterprise Associates 13 2009 $ 11,000,000 $ 9,955,000 $ 5,989,496 $ 11,662,010 $ 17,651,506 1.8 
New Enterprise Associates 14                                                    2012 $ 20,000,000 $ 15,100,000 $ 923,549 $ 16,864,320 $ 17,787,869 1.2 
New Enterprise Associates 15                                                    2015 $ 23,500,000 $ 2,350,000 $ 0 $ 2,350,000 $ 2,350,000 1.0 
Oak HC/FT Partners 2014 $ 25,000,000 $ 4,155,317 $ 0 $ 3,887,869 $ 3,887,869 0.9 
Oak Investment Partners VIII 1998 $ 8,000,000 $ 8,000,000 $ 14,404,687 $ 112,696 $ 14,517,383 1.8 
Oak Investment Partners IX 1999 $ 10,000,000 $ 10,000,000 $ 6,221,115 $ 490,109 $ 6,711,224 0.7 
Oak Investment Partners X 2001 $ 15,000,000 $ 15,000,000 $ 14,999,727 $ 4,971,601 $ 19,971,329 1.3 
Oak Investment Partners XI 2004 $ 15,000,000 $ 15,000,000 $ 6,670,814 $ 6,251,090 $ 12,921,905 0.9  

 
Past performance is not a guide to future results and is not indicative of expected realized returns. See Important Information Page and Abbott’s Form ADV Part 2a for additional disclosures. 



  29 

Statement of Investments – Current Portfolio 
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Venture Capital and Growth Equity 
Oak Investment Partners XII 2006 $ 12,000,000 $ 12,000,000 $ 5,393,323 $ 9,326,228 $ 14,719,550 1.2 
Oak Investment Partners XIII 2010 $ 11,500,000 $ 10,228,694 $ 1,259,277 $ 9,925,499 $ 11,184,776 1.1 
Sofinnova Venture Partners IX                                                   2014 $ 8,000,000 $ 1,280,000 $ 0 $ 1,247,429 $ 1,247,429 1.0 
Spectrum Equity Investors VII                                                   2014 $ 25,000,000 $ 3,437,500 $ 0 $ 3,209,020 $ 3,209,020 0.9 
Summit Partners Growth Equity Fund VIII 2012 $ 20,000,000 $ 11,086,000 $ 1,327,758 $ 11,097,309 $ 12,425,067 1.1 
Summit Partners Private Equity Fund VII-A 2006 $ 17,500,000 $ 17,500,000 $ 14,598,945 $ 14,523,397 $ 29,122,342 1.7 
Summit Partners Venture Capital Fund III-A 2012 $ 9,500,000 $ 7,742,500 $ 0 $ 8,330,472 $ 8,330,472 1.1 
Summit Ventures VI-B 2001 $ 10,000,000 $ 10,000,000 $ 19,036,629 $ 1,787,845 $ 20,824,474 2.1 
TA IX 2000 $ 20,000,000 $ 19,400,000 $ 46,831,837 $ 144,815 $ 46,976,652 2.4 
TA X 2006 $ 15,000,000 $ 14,475,000 $ 12,750,000 $ 6,339,166 $ 19,089,166 1.3 
TA XI 2010 $ 20,000,000 $ 16,850,000 $ 6,950,000 $ 17,499,707 $ 24,449,707 1.5 
Thomas, McNerney & Partners II 2006 $ 6,500,000 $ 5,996,250 $ 3,373,712 $ 7,554,492 $ 10,928,205 1.8 
Trident Capital Fund-V 2000 $ 7,074,667 $ 7,015,865 $ 8,742,817 $ 4,265,096 $ 13,007,913 1.9 
Trident Capital Fund-VI 2005 $ 10,000,000 $ 10,000,000 $ 4,074,256 $ 6,468,351 $ 10,542,607 1.1 
Trident Capital Fund-VII 2010 $ 6,500,713 $ 5,883,213 $ 2,342,021 $ 6,794,889 $ 9,136,910 1.6 
U.S. Venture Partners VI 1999 $ 5,000,000 $ 5,000,000 $ 6,113,319 $ 34,752 $ 6,148,071 1.2 
U.S. Venture Partners VII 2000 $ 7,791,667 $ 7,791,667 $ 2,720,207 $ 572,843 $ 3,293,050 0.4 
U.S. Venture Partners VIII 2001 $ 7,500,000 $ 7,380,000 $ 8,566,922 $ 1,207,411 $ 9,774,333 1.3 
U.S. Venture Partners X 2008 $ 9,100,000 $ 7,542,080 $ 5,264,642 $ 8,817,205 $ 14,081,847 1.9 
Weston Presidio V 2005 $ 6,500,000 $ 6,366,470 $ 6,978,950 $ 4,790,193 $ 11,769,142 1.9 
Total Venture Capital and Growth Equity $ 709,878,698 $ 528,743,253 $ 426,782,999 $ 324,958,458 $ 751,741,457 1.4 7.2% 
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As of  April 30, 2015 (est.) 

Portfolio Funds  
Vintage 

Year 
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Committed 
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   Paid-In 

Total 
Distributions 

Latest 
Valuation Total Value TVPI 

Buyouts and Special Situations 
ABRY Senior Equity III 2010 $ 4,500,000 $ 4,115,144 $ 4,333,517 $ 2,178,469 $ 6,511,986 1.6 
ABRY Partners VII 2011 $ 3,000,000 $ 2,501,844 $ 79,684 $ 3,098,665 $ 3,178,349 1.3 
ABRY Senior Equity IV                                                       2012 $ 5,002,755 $ 2,025,209 $ 0 $ 2,307,447 $ 2,307,447 1.1 
ABRY Partners VIII 2014 $ 10,500,000 $ 0 $ 0 $ 0 $ 0 N/A 
Advent International GPE V-D 2005 $ 15,882,872 $ 14,990,493 $ 33,934,574 $ 3,123,656 $ 37,058,230 2.5 
Advent International GPE VI-A 2008 $ 17,000,000 $ 16,269,000 $ 10,705,232 $ 19,556,878 $ 30,262,110 1.9 
Advent International GPE VII-B                                                  2012 $ 20,000,000 $ 13,120,000 $ 920,019 $ 15,499,379 $ 16,419,398 1.3 
Apollo Investment Fund IV 1998 $ 10,000,000 $ 9,978,482 $ 16,639,190 $ 70,716 $ 16,709,906 1.7 
Archer Capital Fund 5                                                           2012 $ 2,596,914 $ 1,100,316 $ 0 $ 974,950 $ 974,950 0.9 
BCI Growth V 1999 $ 10,003,256 $ 9,477,376 $ 4,119,485 $ 181,922 $ 4,301,407 0.5 
Berkshire Fund VIII 2011 $ 6,500,000 $ 3,382,240 $ 117,742 $ 3,319,406 $ 3,437,148 1.0 
Blackstone Capital Partners IV 2003 $ 15,171,311 $ 14,728,660 $ 34,674,829 $ 4,387,085 $ 39,061,914 2.7 
Blackstone Communications Partners I 2000 $ 10,828,982 $ 8,037,371 $ 10,557,601 $ 945,493 $ 11,503,094 1.4 
Candover 2008 Fund 2008 $ 2,118,106 $ 1,855,046 $ 40,525 $ 1,346,545 $ 1,387,070 0.8 
Cinven Third Fund 2001 $ 33,917,997 $ 33,549,908 $ 70,548,621 $ 2,054,875 $ 72,603,496 2.2 
Cinven Fourth Fund 2006 $ 11,339,629 $ 10,218,444 $ 10,033,941 $ 4,409,135 $ 14,443,076 1.4 
Cinven Fifth Fund 2012 $ 17,150,981 $ 8,970,343 $ 738,169 $ 8,762,594 $ 9,500,763 1.1 
CVC European Equity Partners II 1998 $ 10,000,000 $ 9,216,773 $ 21,918,631 $ 109,905 $ 22,028,536 2.4 
CVC European Equity Partners III 2001 $ 15,000,000 $ 14,325,025 $ 41,620,280 $ 433,161 $ 42,053,441 2.9 
CVC European Equity Partners IV 2005 $ 25,685,012 $ 23,171,092 $ 38,493,684 $ 6,017,050 $ 44,510,735 1.9 
CVC European Equity Partners V 2008 $ 16,862,400 $ 15,815,923 $ 10,712,388 $ 10,366,873 $ 21,079,260 1.3 
CVC Capital Partners VI                                                 2014 $ 17,142,776 $ 1,540,860 $ 2,626 $ 1,154,800 $ 1,157,426 0.8 
ECI 8 2005 $ 9,329,851 $ 9,181,512 $ 4,934,271 $ 1,961,215 $ 6,895,486 0.8 
ECI 9 2009 $ 10,633,728 $ 9,743,696 $ 8,173,088 $ 7,664,606 $ 15,837,693 1.6 

Statement of Investments – Current Portfolio 
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Portfolio Funds  
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   Paid-In 

Total 
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Valuation Total Value TVPI 

Buyouts and Special Situations 
EIF United States Power Fund IV 2011 $ 7,000,000 $ 3,921,438 $ 407,737 $ 4,657,113 $ 5,064,850 1.3 
EnCap Energy Capital Fund VIII 2010 $ 3,500,846 $ 2,652,246 $ 667,528 $ 2,240,897 $ 2,908,425 1.1 
EnCap Energy Capital Fund VIII Co-Investors 2011 $ 900,000 $ 741,459 $ 69,251 $ 672,075 $ 741,326 1.0 
EnCap Energy Capital Fund IX                                                    2013 $ 16,000,000 $ 7,536,577 $ 39 $ 6,906,379 $ 6,906,418 0.9 
Energy Spectrum Partners VI 2010 $7,001,433 $3,910,317 $ 1,173,997 $3,078,645 $4,252,642 1.1 
Energy Spectrum Partners VII                                                    2014 $ 15,000,875 $ 250,875 $ 0 $ 140,291 $ 140,291 0.6 
Eos Capital Partners IV 2007 $ 5,000,000 $ 4,726,991 $ 1,850,153 $ 4,005,795 $ 5,855,948 1.2 
EQT IV* 2004 $ 10,387,208 $ 10,305,273 $ 22,520,769 $ 1,275,237 $ 23,796,006 2.3 
EQT V* 2006 $ 12,829,887 $ 12,689,246 $ 12,634,874 $ 5,414,430 $ 18,049,304 1.4 
First Reserve Fund X 2004 $ 10,000,000 $ 10,000,000 $ 18,242,898 $ 56,214 $ 18,299,112 1.8 
First Reserve Fund XI 2006 $ 15,000,000 $ 15,000,000 $ 7,501,504 $ 5,064,271 $ 12,565,775 0.8 
First Reserve Fund XII 2008 $ 20,040,697 $ 18,766,877 $ 6,531,514 $ 11,797,724 $ 18,329,238 1.0 
Great Hill Equity Partners V                                                    2014 $ 10,000,000 $ 2,495,000 $ 0 $ 2,426,713 $ 2,426,713 1.0 
Green Equity Investors V 2007 $ 10,408,424 $ 9,542,879 $ 8,361,919 $ 8,674,137 $ 17,036,056 1.8 
Green Equity Investors VI 2012 $ 20,000,000 $ 9,814,047 $ 194,191 $ 10,406,958 $ 10,601,149 1.1 
GTCR Fund VI 1998 $ 25,000,000 $ 25,000,000 $ 21,614,878 $ 624,305 $ 22,239,183 0.9 
GTCR Fund VII 2000 $ 15,002,243 $ 14,889,743 $ 35,034,393 $ 40,299 $ 35,074,692 2.4 
GTCR Fund VIII 2003 $ 10,000,000 $ 9,252,480 $ 13,554,495 $ 1,991,651 $ 15,546,146 1.7 
GTCR Fund IX 2006 $ 10,000,000 $ 9,271,991 $ 9,874,777 $ 6,044,209 $ 15,918,986 1.7 
GTCR Fund X 2011 $ 20,000,000 $ 16,739,721 $ 3,772,685 $ 21,139,421 $ 24,912,106 1.5 
GTCR Fund XI                                                                     2014 $ 20,000,000 $ 3,050,000 $ 0 $ 3,004,401 $ 3,004,401 1.0 
Harvest Partners VI 2011 $ 10,004,025 $ 7,587,861 $ 1,608,394 $ 8,465,801 $ 10,074,195 1.3 
Hellman & Friedman Capital Partners VII 2011 $ 10,000,000 $ 7,325,736 $ 1,172,042 $ 7,458,411 $ 8,630,453 1.2 

Hellman & Friedman Capital Partners VIII 2014 $ 21,000,000 $ 0 $ 0 $ 0 $ 0 N/A 
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Buyouts and Special Situations 
Kelso Investment Associates VII 2004 $ 25,000,000 $ 23,757,453 $ 38,606,716 $ 1,800,082 $ 40,406,798 1.7 
Kelso Investment Associates VIII 2007 $ 20,000,000 $ 17,967,156 $ 5,351,643 $ 16,510,599 $ 21,862,242 1.2 
KKR 2006 Fund 2006 $ 10,563,013 $ 10,399,451 $ 6,905,709 $ 8,033,044 $ 14,938,753 1.4 
Living Bridge 5                                                                  2012 $ 9,191,935 $ 4,047,292 $ 16,864 $ 4,279,763 $ 4,296,627 1.1 
Madison Dearborn Capital Partners IV 2000 $ 13,000,000 $ 12,581,554 $ 23,238,768 $ 2,180,086 $ 25,418,854 2.0 
Madison Dearborn Capital Partners V 2006 $ 15,903,112 $ 13,436,289 $ 10,635,543 $ 10,191,735 $ 20,827,278 1.6 
Madison Dearborn Capital Partners VI 2008 $ 21,972,608 $ 15,335,224 $ 13,477,918 $ 11,386,555 $ 24,864,473 1.6 
Montagu IV 2011 $ 9,423,123 $ 7,546,108 $ 1,910,796 $ 6,445,323 $ 8,356,119 1.1 
Oak Hill Capital Partners 1999 $ 10,000,000 $ 10,000,000 $ 18,003,111 $ 98,913 $ 18,102,024 1.8 
Oak Hill Capital Partners II 2004 $ 25,000,000 $ 24,874,602 $ 33,987,616 $ 4,957,746 $ 38,945,362 1.6 
Oak Hill Capital Partners III 2007 $ 20,000,000 $ 17,958,741 $ 12,318,437 $ 14,487,074 $ 26,805,511 1.5 
Sentinel Capital Partners V                                                     2014 $ 3,300,000 $ 762,768 $ 0 $ 751,542 $ 751,542 1.0 
Spectrum Equity Investors V 2006 $ 15,000,000 $ 14,062,500 $ 25,108,038 $ 5,654,282 $ 30,762,319 2.2 
Spectrum Equity Investors VI 2010 $ 7,500,000 $ 6,881,250 $ 1,265,071 $ 8,894,911 $ 10,159,982 1.5 
Summit Partners Subordinated Debt Fund IV-A 2009 $ 8,000,000 $ 6,616,944 $ 4,833,345 $ 3,273,915 $ 8,107,260 1.2 
TA Subordinated Debt Fund III 2010 $ 5,000,000 $ 3,787,500 $ 2,137,500 $ 3,025,583 $ 5,163,083 1.4 
The Resolute Fund 2002 $ 20,000,000 $ 18,942,998 $ 40,458,172 $ 5,322,004 $ 45,780,176 2.4 
The Resolute Fund II 2007 $ 20,020,429 $ 17,283,983 $ 12,502,201 $ 12,736,882 $ 25,239,083 1.5 
The Resolute Fund III                                                           2013 $ 20,000,000 $ 3,963,759 $ 19,766 $ 3,871,779 $ 3,891,545 1.0 
Thomas H. Lee Equity Fund V 2000 $ 26,367,837 $ 26,168,254 $ 43,817,528 $ 205,250 $ 44,022,778 1.7 
Thomas H. Lee Equity Fund VI 2006 $ 10,789,337 $ 9,837,635 $ 7,275,928 $ 7,276,134 $ 14,552,062 1.5 
Trident V (Stone Point) 2010 $ 15,016,858 $ 13,397,133 $ 315,544 $ 15,317,898 $ 15,633,442 1.2 
Trident VI (Stone Point)                                                        2014 $ 20,000,000 $ 3,213,216 $ 0 $ 3,042,805 $ 3,042,805 1.0 
Vestar Capital Partners IV 1999 $ 7,908,815 $ 7,789,487 $ 13,602,984 $ 296,719 $ 13,899,703 1.8 
Vestar Capital Partners V 2005 $ 12,000,000 $ 11,966,428 $ 4,405,690 $ 9,447,831 $ 13,853,521 1.2 

Statement of Investments – Current Portfolio 
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Buyouts and Special Situations 
Vitruvian Investment Partners II                                                2013 $ 9,488,028 $ 3,051,948 $ 0 $ 2,784,779 $ 2,784,779 0.9 
VS&A Communications Partners III 1999 $ 7,500,000 $ 7,440,476 $ 10,206,858 $ 57,053 $ 10,263,911 1.4 
Warbug Pincus Energy 2014 $ 25,000,000 $ 1,525,000 $ 54,452 $ 1,266,953 $ 1,321,405 0.9 
Warburg Pincus Private Equity VIII 2001 $ 20,069,361 $ 20,069,361 $ 38,910,041 $ 7,595,499 $ 46,505,540 2.3 
Warburg Pincus Private Equity X 2007 $ 20,000,000 $ 20,000,000 $ 13,622,180 $ 14,286,008 $ 27,908,188 1.4 
Warburg Pincus Private Equity XI                                                2012 $ 20,000,000 $ 11,880,000 $ 855,460 $ 13,523,967 $ 14,379,427 1.2 
Warburg, Pincus Equity Partners 1998 $ 25,000,000 $ 25,000,000 $ 40,071,032 $ 1,174,466 $ 41,245,498 1.7 
Welsh, Carson, Anderson & Stowe VIII 1998 $ 25,000,000 $ 25,000,000 $ 32,167,490 $ 33,475 $ 32,200,965 1.3 
Welsh, Carson, Anderson & Stowe IX 2000 $ 20,000,000 $ 19,800,000 $ 29,849,476 $ 2,933,461 $ 32,782,937 1.7 
Welsh, Carson, Anderson & Stowe X 2005 $ 15,086,770 $ 14,786,770 $ 14,529,127 $ 8,692,206 $ 23,221,333 1.6 
Welsh, Carson, Anderson & Stowe XI 2009 $ 20,000,000 $ 18,186,385 $ 11,417,123 $ 15,511,236 $ 26,928,359 1.5 
Total Buyouts and Special Situations $ 1,205,843,434 $ 912,865,324 $ 1,001,964,261 $ 443,619,904 $ 1,445,584,165 1.6 12.1% 
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Secondaries 
Advent International GPE V-B BO & SS 2005 $ 2,499,164 $ 2,274,823 $ 2,535,534 $ 649,181 $ 3,184,715 1.4 
Austin Ventures VIII VC & GE 2001 $21,945 $21,945 $0 $333,966 $333,966 15.2 
M/C Venture Partners V VC & GE 2000 $ 2,705,634 $ 2,691,457 $ 3,081,161 $ 34,700 $ 3,115,861 1.2 
Morgenthaler Partners VI VC & GE 2000 $ 147,000 $ 147,000 $ 165,431 $ 4,174 $ 169,605 1.2 
Morgenthaler Partners VII VC & GE 2001 $ 690,962 $ 690,961 $ 618,637 $ 89,420 $ 708,056 1.0 
Oak Investment Partners IX VC & GE 1999 $ 322,387 $ 322,387 $ 617,375 $ 53,275 $ 670,650 2.1 
Oak Investment Partners VIII VC & GE 1998 $ 75,508 $ 75,508 $ 192,012 $ 10,628 $ 202,640 2.7 
Oak Investment Partners X VC & GE 2001 $ 311,999 $ 311,999 $ 409,216 $ 133,634 $ 542,850 1.7 
Oak Investment Partners X VC & GE 2001 $ 701,390 $ 701,390 $ 978,438 $ 340,514 $ 1,318,952 1.9 
Oak Investment Partners XII VC & GE 2006 $ 571,266 $ 571,266 $ 351,346 $ 666,390 $ 1,017,737 1.8 
Oak Investment Partners XII VC & GE 2006 $ 3,207,162 $ 3,207,162 $ 1,468,751 $ 3,885,660 $ 5,354,412 1.7 
Summit Partners Private Equity Fund VII-A VC & GE 2006 $ 2,245,401 $ 2,245,401 $ 1,782,718 $ 2,398,158 $ 4,180,876 1.9 
TA X VC & GE 2006 $ 364,663 $ 336,027 $ 265,910 $ 345,770 $ 611,680 1.8 
The Resolute Fund BO & SS 2002 $ 3,366,380 $ 3,091,561 $ 3,541,057 $ 1,383,679 $ 4,924,736 1.6 
U.S. Venture Partners VI VC & GE 1999 $ 57,271 $ 57,271 $ 117,158 $ 14,824 $ 131,982 2.3 
U.S. Venture Partners VII VC & GE 2000 $ 245,954 $ 245,954 $ 560,011 $ 193,548 $ 753,559 3.1 
U.S. Venture Partners VIII VC & GE 2001 $ 903,065 $ 840,138 $ 3,420,736 $ 633,138 $ 4,053,874 4.8 

Total Secondaries $ 18,437,150 $ 17,832,251 $ 20,105,492 $ 11,170,659 $ 31,276,150 1.8 21.2% 

 
 
Past performance is not a guide to future results and is not indicative of expected realized returns. See Important Information Page and Abbott’s Form ADV Part 2a for additional disclosures. 
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As of April 30, 2015 (est.) 

Portfolio Funds  Vintage Year 
Amount 

Committed 
Amount   
   Paid-In Total Proceeds TVPI IRR 

Liquidated 
Alta Communications VII 1998 $ 12,000,000 $ 12,000,000 $ 11,485,347 1.0 
Alta Communications VIII 2000 $ 15,000,000 $ 14,700,000 $ 10,218,445 0.7 
Candover 2005 Fund 2005 $ 11,156,616 $ 11,135,479 $ 4,918,864 0.4 
Cinven Second Fund 1998 $ 18,484,944 $ 17,796,052 $ 28,715,724 1.6 
CCEP II (QP) – Riviera 1999 $ 157,550 $ 157,550 $ 4,025 0.0 
El Dorado Ventures V 1999 $ 5,000,000 $ 5,000,000 $ 2,827,440 0.6 
First Reserve Fund IX 2001 $ 15,000,000 $ 15,000,000 $ 44,971,370 3.0 
First Reserve Fund VIII 1998 $ 20,789,303 $ 20,019,582 $ 39,941,067 2.0 
GTCR Fund VIIA 2001 $ 5,000,000 $ 3,312,500 $ 9,250,772 2.8 
Kelso Investment Associates VI 1998 $ 25,000,000 $ 21,147,011 $ 29,514,170 1.4 
M/C Venture Partners IV 1999 $ 7,500,000 $ 6,937,500 $ 5,202,148 0.8 
M/C Venture Partners IV - Secondary 1999 $775,000  $700,000  $493,184  0.7  
Madison Dearborn Capital Partners III 1999 $ 15,000,000 $ 14,875,733 $ 22,738,195 1.5 
Mayfield X 1999 $ 2,300,000 $ 2,300,000 $ 489,547 0.2 
Mayfield X Annex  2002 $ 338,553 $ 220,059 $ 244,574 1.1 
Mezzanine Management Fund III 2000 $ 8,063,342 $ 7,845,672 $ 9,826,759 1.3 
Phildrew Ventures Fifth Fund 1999 $ 3,765,068 $ 3,701,952 $ 1,969,162 0.5 
TA Subordinated Debt Fund 2000 $ 15,000,000 $ 15,000,000 $ 22,249,326 1.5 
Thomas H. Lee Equity Fund IV 1998 $ 9,456,157 $ 9,021,376 $ 7,834,457 0.9 
Three Cities Fund III 1999 $ 9,558,084 $ 9,549,242 $ 17,766,936 1.9 
Three Cities Fund III - Secondary 1999 $1,794,926  $1,790,505  $7,814,039  4.4  
Total Liquidated $ 201,139,544 $ 192,210,214 $ 278,475,551 1.5 8.6% 

Statement of Investments – Liquidated Portfolio 

As of April 30, 2015 

 
 
Past performance is not a guide to future results and is not indicative of expected realized returns. See Important Information Page and Abbott’s Form ADV Part 2a for additional disclosures. 
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Team Biographies 

Managing Directors 
Thaddeus I. Gray, CFA – Managing Director, Chief Investment Officer  
Mr. Gray brings 25 years of private equity investing experience to Abbott and oversees the firm’s investment process.  He directs the research effort and 
reviews investment opportunities, with specific emphasis on analysis and due diligence for prospective investments, and is engaged in the negotiation of 
business and legal issues, ongoing monitoring of investments and profit realization from distributed securities.  Mr. Gray also serves on several partnership 
advisory boards.  Prior to joining Abbott in 1989, Mr. Gray was an Assistant Vice President at Commerzbank Capital Markets Corporation and an associate 
with Credit Commercial de France in Paris in the Corporate Finance Department.  Mr. Gray received his B.A. in History from the University of Pennsylvania, 
his M.B.A. in Finance from New York University and is a CFA charterholder. 

Mary T. Hornby – Managing Director, General Counsel 
Ms. Hornby, with 18 years of experience in private equity matters, assists the investment team in the review, legal analysis and negotiation of underlying 
fund investments and directs all legal aspects relating to the formation and maintenance of Abbott’s pooled investment funds.  In addition, Ms. Hornby 
assists in the legal aspects of daily operations, including client relationships and contracts, regulatory compliance and internal corporate structuring 
matters.  Prior to joining Abbott in 2005, Ms. Hornby was Counsel and a member of the Private Equity Group at Testa, Hurwitz & Thibeault, LLP, 
representing investment advisers, funds of funds, public pension plans and other limited partner investors, as well as general partner groups, in all aspects 
of private equity fund formation.  Ms. Hornby received her B.A., magna cum laude, from Boston College and her J.D. from Boston College Law School.  She 
is a member of the Bar of the Commonwealth of Massachusetts. 

Timothy W. Maloney, CPA – Managing Director 
Mr. Maloney has more than 14 years of private equity experience.  He reviews investment opportunities, with specific emphasis on analysis and due 
diligence for prospective investments, and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and profit 
realization from distributed securities.  Mr. Maloney also serves on several partnership advisory boards. Prior to joining Abbott in 2004, Mr. Maloney was 
an associate at Frye-Louis Capital Management in Chicago, working on screening and due diligence for venture capital, buyouts and special situations 
partnerships.  Mr. Maloney also worked as a senior analyst at General American Transportation Corporation and at Hewitt Associates as a pension 
consultant.  Mr. Maloney received his B.S. in Accounting from DePaul University, his M.B.A. in Finance from New York University and his C.P.A. from the 
State of Illinois.  

Young Lee, CFA – Managing Director 
Mr. Lee has more than 10 years of private equity experience.  He reviews investment opportunities, with specific emphasis on analysis and due diligence 
for prospective investments, and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and profit realization from 
distributed securities.  Prior to joining Abbott in 2007, Mr. Lee was an associate at The Henry J. Kaiser Family Foundation in Menlo Park, sourcing and 
leading due diligence on prospective private equity and hedge fund investments.  Mr. Lee also worked as a product manager in the Online Business 
Services Division at Silicon Valley Bank and co-founded a company that matched university-based start-ups with angel investors.  Mr. Lee received his B.A. 
in Economics from Stanford University, his M.B.A. from Columbia University and is a CFA charterholder.  
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Team Biographies 

Managing Directors 

Lauren M. Massey, CPA – Managing Director, Finance & Administration 
Ms. Massey has more than 26 years of financial services experience and is responsible for managing Abbott’s financial matters, and client account 
administration.  Prior to joining Abbott in 1995, Ms. Massey was an Audit Manager in the Financial Services Division of Ernst & Young, where she had an 
asset management industry focus and was responsible for audit planning and management.  Ms. Massey received her B.S. in Accounting from the State 
University of New York at Binghamton, her M.B.A. in Finance and Marketing from New York University and her C.P.A. from the State of New York. 
 

Paolo Parziale, CPA – Managing Director, Corporate & Fund Accounting 
Mr. Parziale has more than 15 years of financial services experience.  He oversees the financial accounting and administration of all fund of funds products, 
including the preparation of all fund financial reports and tax filings as well as Abbott’s corporate accounting function.  Prior to joining Abbott in 2002, Mr. 
Parziale was an Audit Senior at Ernst & Young, where he worked on audits of investment management firms and various types of commingled funds.  Mr. 
Parziale received his B.S. in Accounting from St. John’s University, his M.B.A. in Finance from New York University and his C.P.A. from the State of New 
York.  

Christopher Ragazzo, CFA – Managing Director 
Mr. Ragazzo has more than 9 years of private equity investment experience. He reviews investment opportunities, with specific emphasis on analysis and 
due diligence for prospective investments, and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and profit 
realization from distributed securities.  Mr. Ragazzo also serves on several partnership advisory boards.  Prior to joining Abbott in 2005, Mr. Ragazzo was a 
research analyst at Sidoti & Company, LLC, where he performed in-depth fundamental and statistical analysis on small- and mid-cap companies in the 
semiconductor capital equipment sector.  Mr. Ragazzo also worked as a sales engineer at Enmark Associates, Inc. and at Rudolph Technologies, Inc. as a 
sales/application engineer.  Mr. Ragazzo received his B.S. and M.S. in Materials Science and Engineering from Lehigh University, his M.B.A. in Finance from 
New York University and is a CFA charterholder. 

Meredith L. Rerisi – Managing Director 
Ms. Rerisi has more than 14 years of private equity investment experience.  She reviews investment opportunities, with specific emphasis on analysis and 
due diligence for prospective investments, and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and profit 
realization from distributed securities.  Ms. Rerisi also serves on several partnership advisory boards.  Prior to joining Abbott in 1998, Ms. Rerisi was an 
equity analyst at American High Growth Equities Corporation.  Ms. Rerisi received her B.S. in Applied Economics and Business Management from Cornell 
University and returned to Abbott in the fall of 2002, following receipt of her M.B.A. from The Fuqua School of Business at Duke University.  
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Managing Directors 
Jonathan D. Roth – Managing Director, President 
Mr. Roth has 23 years of private equity investment experience and is responsible for the overall management of the firm.  He also works closely with 
clients to develop and implement private equity investment programs.  Mr. Roth reviews investment opportunities, with specific emphasis on the analysis 
and due diligence for prospective investments, and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and 
profit realization from distributed securities.  Mr. Roth also serves on several partnership advisory boards.  Prior to joining Abbott in 1992, Mr. Roth was an 
Associate at Elmrock Partners and a Financial Analyst with Amoco Corporation.  Prior to obtaining his M.B.A., he worked for Chemical Bank as a corporate 
lending officer.  Mr. Roth received his A.B. in Economics from Cornell University and his M.B.A. from The Fuqua School of Business at Duke University.  

Matthew M. Smith – Managing Director 
Mr. Smith has more than 14 years of private equity investment experience.  In addition to his role as a managing director of Abbott, Mr. Smith manages 
Abbott Capital Management (Europe), LLP, Abbott’s UK subsidiary authorised and regulated by the Financial Conduct Authority and located in London.  Mr. 
Smith reviews investment opportunities, with specific emphasis on analysis and due diligence for prospective investments, and is engaged in the 
negotiation of business and legal issues, ongoing monitoring of investments and profit realization from distributed securities.  Mr. Smith also serves on 
several partnership advisory boards.  Prior to joining Abbott in 2000, he was a financial examiner at the Federal Reserve Bank of New York.  He also worked 
for First Trust Washington and Bank of America as a trust officer.  Mr. Smith received his A.B. in History and his M.B.A. in Finance from Georgetown 
University. 

Kathryn J. Stokel, CFA – Managing Director, Chief Operating Officer 
Ms. Stokel, with over 28 years of private equity investment experience, is a senior investment professional who also oversees the firm’s internal operations 
and human resource activities.  She reviews investment opportunities, with specific emphasis on analysis and due diligence for prospective investments, 
and is engaged in the negotiation of business and legal issues, ongoing monitoring of investments and profit realization from distributed securities.  Ms. 
Stokel also serves on several partnership advisory boards.  Prior to joining Abbott in 1998, Ms. Stokel was a Portfolio Manager of a $3.5 billion private 
equity portfolio at General Motors Investment Management Corporation.  Ms. Stokel received her B.S. in Mathematics from the University of Michigan, 
her M.B.A. in Finance from The Wharton School at the University of Pennsylvania and is a CFA charterholder. 

Charles H. van Horne – Managing Director 
Mr. van Horne has over 29 years of experience in private equity and is responsible for managing the firm’s marketing and client services functions, 
including communicating with clients about Abbott’s investment practices and providing assistance to clients in the development of their private equity 
strategies.  Prior to joining Abbott in 2001, Mr. van Horne was a founding Managing Director of AIG Capital Partners, Inc., responsible for AIG Capital 
Partners’ fund development and client services.  Mr. van Horne also served on the investment committees for several AIG private equity funds.  Prior to 
joining AIG, Mr. van Horne was Managing Director of Creditanstalt International Advisors, where he established and managed its private equity investment 
activities.  He also worked for Bankers Trust and for UBS Securities, Inc. in various capacities including merchant banking, mergers and acquisitions and 
project finance.  Mr. van Horne received his B.A. in Sociology from the University of Pennsylvania and also serves as  President of the Roothbert Fund. 

Team Biographies 
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Investments 

B. Martha Cassidy – Director 
Ms. Cassidy has more than 30 years of private equity investment experience. She is primarily focused on the firm’s sourcing, due diligence, and negotiations 
associated with secondary investments, and participates in investment discussions and decisions for all investments. Prior to joining Abbott in 2013, Ms. 
Cassidy was a Managing Director at Capital Dynamics, Inc. where she developed and managed the firm’s secondary business. She also worked at Overture 
Capital Partners, Madison Investment Partners, Chemical Venture Partners, and Bankers Trust and gained operating experience at two private equity 
backed middle market manufacturing companies. Ms. Cassidy received her B.A. in French and Political Science from Wellesley College cum laude and her 
M.B.A. in Finance and Marketing from The Wharton School at the University of Pennsylvania. 

Leonard C. Pangburn – Principal 
Mr. Pangburn reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Prior to joining Abbott 
Capital in 2005, Mr. Pangburn was a supervisor of global operations at International Fund Services in New York, where he managed and reconciled all 
aspects of the global security database.  Mr. Pangburn received his B.S. in Finance from Bentley College and his M.B.A. from New York University. 

Summer Ticas – Investment Associate 
Ms. Ticas reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Prior to joining Abbott 
Capital in 2014, Ms. Ticas was a Senior Associate in transactions services at PricewaterhouseCoopers Advisory where she was responsible for the valuation 
and review of private equity portfolios.  Ms. Ticas also worked at the Federal Reserve Bank of New York, Accenture, Davis Research, and the Ministry of 
Foreign Affairs of El Salvador.  Ms. Ticas received her B.S. in Government and M.S. in Economics History from the London School of Economics and her M.A. 
in International Studies and M.B.A. from The Lauder Institute and The Wharton School at the University of Pennsylvania, respectively. 

Jonathan Tubiana – Investment Associate 
Mr. Tubiana reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Prior to joining Abbott 
Capital in 2009, Mr. Tubiana was an Associate in the European investment team of Altius Associates where he was involved in European due diligence, 
portfolio analysis, and research activities.  Mr. Tubiana received a Master of Science in Management from Grenoble Ecole de Management (France). 
 

Vonetta Young – Investment Associate 
Ms. Young reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Prior to joining Abbott 
Capital in 2014, Ms. Young was an Editorial Project Associate at Cambridge Associates where she was responsible for managing market update and 
valuations reporting covering U.S. and global equities and fixed income. Ms. Young also worked at Kleimann Communications Group and at the American 
Association for the Advancement of Sciences.  Ms. Young received her B.A. in English from Georgetown University and M.B.A. from the McDonough School 
of Business at Georgetown University.  

Team Biographies 
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Investments 
Lance Zhou – Senior Investment Analyst  
Mr. Zhou reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Before joining the 
investment team in 2011, Mr. Zhou was a fund accountant with Abbott for four years.  Prior to joining Abbott Capital in 2007, Mr. Zhou was a financial 
analyst at Citigroup Private Bank in New York, where he focused primarily on corporate accounting and financial analysis.  Mr. Zhou received his B.S. in 
Business Administration from the State University of New York at Geneseo and is a CAIA charterholder.   

Ryan Doyle– Investment Analyst  
Mr. Doyle reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Before joining the 
investment team in 2014, Mr. Doyle was an Analyst in the Public Infrastructure and Finance Group of Sumitomo Mitsui Banking Corporation, where he was 
responsible for underwriting, structuring and advising the placement of infrastructure project and municipal debt in the United States and Canada.  Mr. 
Doyle received his B.A. in Financial Economics from Columbia University.   

Nafeesa Laiwalla – Investment Analyst  
Ms. Laiwalla reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Before joining Abbott in 
2014, Ms. Laiwalla was a Business Analyst in the Private Equity Advisory Group of Gotham Consulting Partners, where she conducted due diligence across all 
business sectors.  Ms. Laiwalla received her B.S. in Material Science & Engineering from Cornell University. 

Brian Susetka – Investment Analyst  
Mr. Susetka reviews investment opportunities with specific emphasis on analysis and due diligence for prospective investments.  Before joining the 
investment team in 2014, Mr. Susetka worked on Abbott’s operations team for three years.  Prior to joining Abbott Capital in 2010, Mr. Susetka worked in 
financial reporting at AllianceBernstein, where he assisted with the creation and development of custom client reports.  Mr. Susetka received his B.S. in 
Business from the Kelley School of Business  at Indiana University.  

 

Compliance 

Karen Hager – Chief Compliance Officer 
Ms. Hager has more than 20 years of compliance experience and is responsible for Abbott’s compliance programs. Prior to joining Abbott in 2014, Ms. 
Hager worked as Director of Global Compliance and Chief Compliance Officer at The Permal Group and as Director of Compliance at Dominick & Dominick 
Advisors LLC. Previously, Ms. Hager was a Senior Securities Compliance Examiner/Staff Accountant of the US Securities and Exchange Commission. Ms. 
Hager received her B.S. in Accounting from Brooklyn College of the City University of New York.  
 

Team Biographies 
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Client Relations 

Mona Marquardt – Principal 
Ms. Marquardt is responsible for the investor relations activities for Abbott’s clients and consultants.  Prior to joining Abbott in 2012, Ms. Marquardt was a 
Managing Director at Fortress Investment Group, leading business development and relationship management with Fortress’ investment consultants.  
Before joining Fortress, she was an Executive Director at Morgan Stanley Investment Management (MSIM), where she led various functions including fund 
of funds consultant sales, as well as MSIM’s alternatives product management.  Prior to joining MSIM, she was a management consultant.  Ms. Marquardt 
received her B.A. in Art from Yale University, and her M.B.A. from London Business School. 

Daniel Kettner – Vice President 
Mr. Kettner assists in all marketing, client services and business development activities.  Prior to joining Abbott Capital in 2015, Mr. Kettner  was a Vice 
President at Neuberger Berman, focusing on relationship management with investment consultants. Mr. Kettner previously was a member of the sales 
team at Aviva Investors North America, and worked at Credit Suisse Asset Management in various capacities. Mr. Kettner received his B.A. in English 
Literature from Hamilton College, and his M.B.A. in Finance from New York University. 
 

John Thomas – Vice President 
Mr. Thomas assists in all marketing, client services and business development activities.  Prior to joining Abbott Capital in 2014, Mr. Thomas was as an 
investment advisor to families and institutions at Papamarkou Wellner Asset Management in New York and at Barclays Wealth in London.  Mr. Thomas 
received his B.S.c. in Chemistry from Hobart and William Smith Colleges and his M.B.A. from London Business School. 

Nicole Wilson – Senior Analyst 
Ms. Wilson supports all marketing, client services and business development activities.  Prior to joining Abbott Capital in 2013, Ms. Wilson was a business 
development associate at Providence Equity Partners.  Ms. Wilson previously worked for Invesco Advisers and Morgan Stanley Investment Management 
assisting with their marketing initiatives.  She received her B.A. in English Language and Literature from Harvard College. 

Team Biographies 
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Finance and Operations 
Andrea C. Heidbreder – Project Manager 
Ms. Heidbreder reviews and develops investment management databases for use in client reporting and investment analysis.  Prior to joining Abbott 
Capital in 2000, Ms. Heidbreder was a research analyst at the University of Michigan’s Investment Office working on alternative asset performance.  Ms. 
Heidbreder also worked as an investment performance analyst at Cambridge Associates and as a research analyst at Venture Economics.  Ms. Heidbreder 
received her B.A. in Economics and Art History from the College of the Holy Cross. 

Joseph C. Juliano – Senior Manager, Operations 
Mr. Juliano is responsible for oversight of the various operational and administrative activities pertaining to Abbott Capital’s separate account clients, 
including data verification and client account and partnership relationship management.  Prior to joining Abbott in 2001, he worked as a broker at Investec 
Ernst & Company, where he managed investment accounts for clients.  Mr. Juliano received his B.S. in Finance from the State University of New York at Old 
Westbury and his M.B.A. from Fordham University. 

Jennifer T. Lagnado, CPA – Controller 
Ms. Lagnado has more than 18 years of financial services experience and is responsible for the day-to-day management of Abbott’s corporate accounting 
function, insurance programs and human resources.  Prior to joining Abbott in 2000, Ms. Lagnado was an Audit Manager in the Financial Services Division of 
KPMG, LLP, where she was responsible for audit planning and management for a variety of clients in the banking, mutual fund and asset management 
industries.  Ms. Lagnado received her B.S. in Business Administration with a concentration in Finance from the State University of New York at Buffalo, her 
M.B.A. from Hofstra University and her C.P.A. from the State of New York. 

Matthew Cestaro, CPA – Manager, Fund Accounting 
Mr. Cestaro manages Abbott’s fund accounting team on a day-to-day basis.  He coordinates the production of quarterly capital account statements, 
quarterly and annual financial statements, annual audits, year-end information for tax filings, and information prepared for other ad hoc requests with 
respect to Abbott’s funds of funds.  Mr. Cestaro also oversees the fund accounting team’s communications with the firm’s fund of funds investors. Prior to 
joining Abbott in 2008, Mr. Cestaro was an Fund Accounting Manager at Pomona Capital.  Mr. Cestaro received his B.S. in Accounting from the Loyola 
University Maryland and his C.P.A. from the State of New York. 

Christopher Gimbel – Manager, Information Systems & Infrastructure 
Mr. Gimbel is responsible for Abbott’s long-term strategic technology initiatives, as well as the day-to-day management of the firm’s network systems and 
infrastructure.  In addition to overseeing the Abbott’s business continuity and information security programs, he is responsible for software integration, 
hardware selection and other technology and infrastructure related matters. Prior to joining Abbott in 2014, Mr. Gimbel held technology positions for 
various financial services companies including Fore Research and Management, Eze Castle Integration, and Worldco.  Mr. Gimbel received his B.S. in Liberal 
Arts from Thomas Edison State College. 
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Past performance is not a guide to future results and is not indicative of expected realized returns. Refer to the Performance Glossary for important information relating to the calculation of performance 
returns included in this presentation and pertinent performance related definitions.  
  
This presentation is being provided at your request and for your benefit. By accepting this presentation, you acknowledge that this document contains proprietary and confidential information that Abbott and 
its affiliates derive independent economic value from not being generally known and you agree that the contents hereof are a trade secret, the subject of reasonable efforts to maintain their secrecy and the 
disclosure of which is likely to cause substantial and irreparable competitive harm to Abbott, its affiliates or the Fund.  Any reproduction or distribution of this document in whole or in part, or the disclosure of 
its contents, without the prior written consent of Abbott, is prohibited.  
  
The views expressed and information provided are as of the report date and are subject to change, update, revision, verification and amendment, materially or otherwise, without notice, as market or other 
conditions change. Since these conditions can change frequently, there can be no assurance that the trends described herein will continue or that any forecasts are accurate. Neither Abbott, its affiliates, nor any 
of Abbott or its affiliates' respective advisers, members, directors, officers, partners, agents, representatives or employees or any other person (collectively “Abbott Entities”) is under any obligation to update or 
keep current the information contained in this document.  
  
References to market or composite indices, benchmarks or other measures of relative market performance over a specified period of time are provided for your information only and do not imply that an Abbott 
Fund/SMA Client will achieve returns, volatility or results similar to the index. The composite of the index may not reflect the manner in which the Abbott Fund /SMA Client is constructed in relation to expected 
or achieved returns, portfolio guidelines, restrictions, sectors, correlations or volatility, all of which are subject to change over time.  The index returns will generally reflect the reinvestment of dividends, if any, 
but do not reflect the deduction of any fees or expenses which would reduce returns.  An investor cannot invest directly in an index.  
  
All investments are subject to risk, including the loss of the principal amount invested. Private equity related risk include among others, those associated with leverage, illiquidity and restrictions on 
transferability and resale of the investment, and the speculative nature of private equity investments in general. Fund of fund risks include dependence on the performance of underlying managers, Abbott’s 
ability to allocate assets, and expenses incurred at the Abbott Fund/SMA Client and underlying portfolio fund levels. Exchange rate fluctuations may affect returns.  Diversification will not guarantee profitability 
or protection against loss.  There is no assurance that an Abbott Fund/SMA Clients' objective will be attained.   Performance may be volatile and the NAV may fluctuate.  Please refer to Abbott’s Form ADV, Part 
2a, available on the SEC’s website at www.adviserinfo.sec.gov for additional risk disclosures. 
  
This presentation is for informational purposes only and is not an offer or a solicitation to subscribe for any fund and does not constitute investment, legal, regulatory, business, tax, financial, accounting or 
other advice or a recommendation regarding any securities of Abbott, of any fund or vehicle managed by Abbott, or of any other issuer of securities.   Interests in the Abbott Funds have not been and will not 
be registered under the U.S. Securities act of 1933, as amended, any U.S. State securities laws or the laws of any non-US Jurisdiction. None of the Abbott Funds are registered as an Investment Company under 
the U.S. Investment Company Act of 1940, as amended nor is it expected that they will be in the future. Interests in the Abbott Funds have not been approved or disapproved by The U.S. Securities and Exchange 
Commission or by any securities regulatory authority of any U.S. State or non-U.S. jurisdiction, and neither the SEC nor any such authority has passed upon the accuracy or adequacy of this communication or the 
merits of Abbott or any Abbott Fund, nor is it intended that the SEC or any such authority will do so.  Investment in the Abbott Funds may not be suitable for all investors; investors should carefully consider risks 
and other information and consult their professional advisers regarding suitability, legal, tax and economic consequences of an investment.    
  
This presentation contains information from third party sources which Abbott believes to be reliable but has not verified.  No representation or warranty, express or implied, is given by or on behalf of Abbott 
Entities as to the accuracy, fairness, correctness or completeness of the information or opinions contained in this presentation and no liability whatsoever (in negligence or otherwise) is accepted by Abbott 
Entities for any loss howsoever arising, directly or indirectly, from any use of this presentation or its contents, or otherwise arising in connection therewith.  
  
Certain of the statements contained in this presentation may be statements of future expectations and other forward-looking statements that are based on management's current views and assumptions and 
involve known and unknown risks and uncertainties (including those discussed above and in Abbott’s Form ADV, Part 2a) that could cause actual results, performance or events to differ materially from those 
expressed or implied in such statements. In addition to statements which are forward-looking by reason of context, the words “may, will, should, expects, plans, intends, anticipates, believes, estimates, 
predicts, potential, or continue” and similar expressions identify forward-looking statements. 
  
Abbott may have arrangements with certain or prospective investors pursuant to which those investors receive additional portfolio information. 
   
Copyright© Abbott Capital Management, LLC 2015. All rights reserved. This presentation is proprietary and may not to be reproduced, transferred or distributed in any form without prior written permission 
from Abbott. It is delivered on an “as is” basis without warranty or liability. All individual charts, graphs and other elements contained within the information are also copyrighted works, which may be owned by 
a party other than Abbott. By accepting the information, you agree to abide by all applicable copyright and other laws, as well as any additional copyright notices or restrictions contained in the information. 

Important Information 

http://www.adviserinfo.sec.gov/
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Performance Glossary**  
(Abbott Funds and Underlying Portfolio Investment Return and Valuation Data Definitions)  
 

**  Not all definitions included on this page may appear in the presentation.  

Summary and Statements of Investments: 
Alaska Retirement Management Board has expressly requested that Abbott revise its reporting practice and provide a standard monthly report to ARMB, on an expedited basis, that is, on the last 
business day of each month rather than within 5 to 10 business days of month end. ARMB’s April 30, 2015 monthly report was used to create this presentation and thus ARMB should be aware that any 
information or any outstanding matter or issue in respect of any underlying portfolio fund or transaction that may have been obtained or resolved subsequent to preparation of this monthly report will 
not be included herein but may be included or taken into account with respect to any subsequent monthly, quarterly, or semiannual report issued by Abbott. Information set forth herein speaks as of 
the date set forth above or otherwise as of the report date set forth herein. Delivery hereof shall not under any circumstances create the implication that no change has occurred in such information or 
the affairs of Abbott, Abbott’s client portfolios, the portfolio funds or their underlying portfolio companies.  

 

Term Underlying Portfolio Fund 

Amount Contributed or Paid-In, 
Contributions 

Cumulative amount paid in by the Abbott Fund or managed account (as of the report date) to its underlying portfolio funds including amounts paid in as a result of 
interest charges, management fees or expenses payable in addition to the Total Commitment, less any temporary returns of capital distributed by any of the 
underlying portfolio funds.  Amount Paid-In may reflect adjustments for individual distributions of recallable capital to the extent such distributions were expressly 
identified as recallable by the managing entity of the underlying portfolio fund. 
 
With respect to underlying funds purchased through the secondary market, amount paid in includes the purchase price of the secondary interest plus capital paid 
in subsequent since purchase date. 

Fund Size Fund Size is based on information available as of the report date and may not reflect the most recent or final fund size. 

(Latest) Valuation Fair value of the net assets of the underlying portfolio funds shown is  net of any management fees, expenses and carried interest of underlying portfolio funds 
and represents the most recent available Fair Value (as defined below) of the portfolio fund, adjusted for any cash flow activity (capital calls, cash and stock 
distributions) from the date of the latest available Fair Value through the report date. Fair Value is based on the capital account balances, including allocations of 
unrealized gain or loss on the underlying portfolio company investments, reported to Abbott Capital Management, LLC by the underlying portfolio funds and may 
have been adjusted by other amounts necessary to reflect the fair value of the underlying portfolio funds as determined by Abbott during its most recently 
completed valuation review.  Any net asset value reported to Abbott in a foreign currency is translated at the relevant exchange rate at the close of business on 
the report date.  At the time of distribution, distributions of stock are valued as reported by the portfolio funds and such valuation does not take into account any 
gains or losses realized upon the sale of such stock by Abbott.  Fair Value of distributed stock currently held and unsold is based on the closing sale price of the 
stock as of the report date. Fair value of distributed stock pending settlement is based on the sale price of the stock on the trade date.  

Not Meaningful (“NM”) Abbott deems only those returns greater than three years of age to mature enough to provide meaningful comparative data. 

Commitments, Total Commitment, 
Amount Committed 

Amounted committed to an underlying portfolio fund by an Abbott Fund/managed account. 
 
With respect to underlying portfolio funds denominated in non-U.S. currency, Total Commitments reflects the amount paid  to the underlying portfolio funds in 
U.S. dollars plus the unfunded portion of the foreign-denominated commitment amount converted to U.S. dollars at the relevant exchange rate at the close 
business on the report date.  
 
With respect to underlying portfolio funds purchased through the secondary market, Total Commitment reflects  the purchase price of each secondary interest 
plus the unfunded capital commitment of each of these investments at the time of purchase.  At times referred to as Maximum Cash Outlay. 
 
Total Commitment may reflect additional management fees or interest payments paid in excess of the capital committed to an underlying portfolio fund. 
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Performance Glossary**  
(Abbott Funds and Underlying Portfolio Investment Return and Valuation Data Definitions)  
 

**  Not all definitions included on this page may appear in the presentation.  

Term Underlying Portfolio Fund 

Distributions, Total Distributions, 
Amount Distributed 

Distributions of cash or stock from an underlying portfolio fund to an Abbott Fund/managed account as of the report date, excluding any temporary returns of 
capital received by an Abbott Fund/managed account.  Unless otherwise noted, distributions of stock are valued as reported by the underlying portfolio fund as of 
the date of distribution and such valuation does not take into account any gains or losses realized upon the sale of such stock by Abbott.  
 
Total Distributions may reflect adjustments for individual distributions of recallable capital to the extent such distributions were expressly identified as recallable 
by the managing entity of the underlying portfolio  fund.  

Total Value Total Value equals Total Distributions plus Latest Valuation 

TVPI, Net Multiple (TVPI) TVPI represents Total Value divided by Amount Paid-In.  
 
TVPI is  net of all fees, expenses and carried interest charged by the underlying portfolio funds, but unless otherwise noted is not net of one or more of the 
following: (1) Abbott’s investment management fees, (2) carried interest payable to the Abbott Fund’s general partner or Abbott, as applicable, (3) adjustments 
resulting from the gains and losses realized upon the sale of distributed stock and (4) other expenses payable by the Abbott Fund/managed account.   
 
TVPI for any underlying portfolio fund may be higher or lower than the TVPI stated in this document to the extent Total Distributions and Amount Paid-In have not 
been adjusted for recallable capital. 

Vintage Year Vintage Year represents the year in which the underlying portfolio fund made its initial capital call. 

Net Internal Rate of Return – Underlying 
Portfolio Funds 

The annualized net IRR for each underlying portfolio fund is calculated based on information reported to the Abbott Fund/managed account by the managing 
entity of the underlying portfolio  fund.   
 
Returns are calculated using (1) the Latest Valuation of the underlying portfolio fund at the report date and (2) net monthly cash flows between the Abbott 
Fund/managed account and the underlying portfolio fund.  Returns are net of all fees, expenses and carried interest charged by the underlying portfolio funds, but 
unless otherwise noted is not net of one or more of the following:  (1) Abbott’s investment management fees, (2) carried interest payable to the Abbott Fund’s 
general partner or Abbott, as applicable, (3) adjustments resulting from the gains and losses realized upon the sale of distributed stock and (4) other expenses 
payable by the Abbott Fund/managed account.  Actual returns to an individual investors in an Abbott Fund/managed account would be reduced for such fees, 
expense and include an adjustment for gains/losses from the sale of distributed stock.   
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Performance Glossary**  
(Performance Calculation Descriptions)  
 

**  Not all definitions included on this page may appear in the presentation.  

Term Definitions 

Performance 
Specific 
Disclosures 

Past performance is not a guide to future results and is not indicative of expected realized returns.  
 
The expenses, management and performance (carried interest) fees paid by a discretionary separate account client or by investors in one Abbott Fund with respect to their underlying 
portfolio investments may higher or lower than those paid by another Abbott Fund or discretionary separate account with respect to its investments.   In addition, management fees and 
carried interest received or anticipated by Abbott and/or its affiliates from a discretionary separate account client or by investors in one Abbott Fund may be higher or lower those Abbott 
and/or its affiliates actually receive from a discretionary separate account client or investors in any another Abbott Fund. 
 
Unrealized investments may not be realized at the values used when calculating returns as the valuations of unrealized investments depend upon assumptions that may be reasonable 
under the circumstances at the time made, while actual realized returns on unrealized investments will depend upon, among other factors, future operating results, the value of the assets 
and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions used for the valuations 
incorporated herein. Accordingly, actual realized returns on unrealized investments may differ be higher or lower than the returns included in this presentation.  
 
Pooled performance data is unaudited and does not represent the actual return of any Abbott fund, account or portfolio.  
 
Interim performance data regarding an underling portfolio fund or client account may not accurately reflect the current or expected future performance of the such fund or account or the 
fair value of the interest of any Abbott client.  Such performance data should not be used to compare returns among multiple private equity funds due to, among other factors, differences 
in vintage year, investment strategy, investment size, etc., and has not been calculated, reviewed, verified or in any way sanctioned or approved by the general partner or the advisor of the 
underlying portfolio fund  or any of their affiliates.  
 
There can be no assurance that any Abbott discretionary client account, its underlying portfolio fund investments and portfolio companies held by these funds or the private and public 
equity and debt markets in general, will perform, or continue to perform, similarly to prior periods, funds, investments, or accounts.  It should not be assumed that any fund organized, or 
investment made, in the future will ultimately be profitable or will equal the performance of the funds, investments, or accounts listed in this presentation.   



Global Asset Management USA (GAM) 
Mandate:  Absolute Return                                                                 Hired:  January 2010 
 

 
Firm Information Investment Approach Total ARMB Mandate & Fees  
 
GAM is an asset management company 
listed on the Swiss stock exchange with 
over $124 billion in total assets under 
management and $5.2 billion in multi-
manager absolute return strategies as of 
December 31, 2014.  GAM has 59 
professionals working in offices in New 
York, London, and Hong Kong.  
 
 
Key Executives: 
David Smith, Chief Investment Officer 
Arvin Soh, Portfolio Manager 
Joe Gieger, Managing Director 
Melissa Sanabria, Institutional Sales 
 

 
GAM’s investment evaluation and portfolio construction process has three components:  
 Investment Due Diligence seeks to identify the sources and repeatability of a 

manager’s competitive edge;  
 Operational Due Diligence is a key factor in avoiding manager failure and fraud for 

both new and existing managers;  
 Forward-looking expectations for return, risk, maximum drawdown and correlation 

on an absolute and relative basis are formed to construct portfolios with an aim to 
achieve investment goals. 

 
Investments are made by the designated portfolio manager in conjunction with the 
Investment Management Committee. Additionally, the CIO has overriding decision 
making authority on an as needed basis. The operational due diligence team can veto 
any investment. 
 
Benchmark:  T-Bills +5%, 6 year - 70% MSCI ACWI / 30% Barclays Global Agg 

Assets Under Management:     
 
03/31/15:  $361 million 
 
 
Fee Schedule:  0.70% 
 

   
 

Concerns:  None 
 

Performance – March 2015 net of fees 
 

       1.75-Years  3-Years  Inception 5.25 yr   
 Last Quarter 1-Year Annualized Annualized Annualized  

GAM – Net  2.90% 6.91% 7.41% 7.23% 5.19%  
T-Bills+5%  1.23% 5.03% 5.04% 5.07% 5.09%  
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GAM Update



GAM Update

GAM 

● Part of GAM Holding AG, a publicly listed company 
with over $124bn in assets*

● Founded in 1983 with a sole focus on asset management

● Specialist teams in the full range of asset classes

● Over 1,000 employees** globally in 
– Bermuda – London – Singapore 
– Dublin – New York – Zurich 
– Hong Kong – Tokyo

● Aligned interests through long-term equity incentives 
for key personnel

● SEC registered investment advisers and GIPS compliant firm

GAM’s AIS team

● AIS has 59*** professionals working out of offices located 
in New York, London and Hong Kong 

● Approximately $5.2 billion in assets under management in 
hedge fund of fund assets

● Qualitative judgment on 90%**** of the universe by number 
of funds  

Bringing experience, resources and institutional discipline to traditional and alternative investments 

4Source: GAM. Assets under management figures as of Dec 31, 2014. *Listed on the SIX Swiss Exchange. Staff information as of Dec 31, 2014 for the GAM Holding Group. 
NOTE: Other includes money markets and multi-asset.  **In 2013, the Group changed its operating model, moving it from a pure financial holding company with two largely autonomous operating entities to a more integrated functional 
organizational structure. Throughout 2013 and 2014, many functions were combined and as a result, personnel figures for GAM and Swiss & Global Asset Management are no longer reported separately – the figures provided from Dec 
31, 2014 onwards are consolidated for the whole GAM group, and are given in place of the GAM operating entity only, which was given in previous years.  ***As of Apr 30, 2015.  Includes IT and dealing support.  Includes employees who 
are on leave.  ****As of Mar 31, 2015.



Chief Investment Officer AIS – David Smith (24)
Head of Portfolio Management AIS – Anthony Lawler (16)

Head of Trading – Arvin Soh (20)
Head of Quantitative Research  AIS – Lars Jager (18)

Substantial global resources

5Source: GAM firm figures as of Dec 31, 2014. Number of staff include permanent and investment consultant professionals. 
AIS resources detail as of Apr 30, 2015.
Numbers in parentheses indicate years’ investment experience. 

Exceptionally stable and experienced teams

GAM Alternative Investments Solutions resources

Group CEO

No of staff

Distribution, 
Marketing and 

Product 
Development

~205

Distribution

Portfolio 
Management

& Private Clients

Fixed Income, 
Equity and Absolute 
Return Investment 

teams 

Alternative 
Investments 

Solutions

~198

Investment

Operations & 
Technology

~529

OperationsFunction

L&C, Internal Audit,
Finance, HR,

Brand & Comms, 
General Management

~152

Corporate

Investment  Research Analysts 12 

Investment Management Committee (IMC)

Quant Research Analysts 5

GAM Operational 
Risk team

3

AIS IT Development 
and Dealing Admin

25

Operations & Client Reporting Analysts 7

Portfolio Managers 3



6

Operational due diligence - Overview

Mission: To mitigate non-investment risks

Qualified: Includes chartered accountants, auditors and lawyer

Industry 
experienced:

Considerable experience across
– Investment banking
– Risk management
– Auditing
– Trading

Veto authority: Over appointing managers due to operational concerns

An experienced team 

Head of Operational 
Due Diligence 

Nick Geall

Deputy Head of Operational 
Due Diligence
Ming Chung

1 Operational Due
Diligence Manager

Source: GAM. Data as of Mar 31, 2015



Alaska Retirement Management Board portfolio guidelines

Guidelines Actual

Return Objective 70% MSCI ACWI / 30% 
Barclays Global Agg 7.4% p.a.

Volatility** 5-10% 4.3%

Min. # of holdings 10 15

Max Beta to S&P 500 
Index** 0.5 0.3

Max Beta to Barclays 
Agg Bond Index** 0.5 0.0

Max position size 15% 8.5%

Strategy Weights

Equity Hedge 0-100 16.6%

Trading 0-100 38.5%

Event Driven 0-100 7.8%

Relative Value 0-100 26.3%

Key characteristics*

Source: GAM 
*As of Mar 31, 2015.  Typical portfolio characteristics, subject to change. The objectives above are based on certain assumptions (including, among other things, objectives of underlying funds and strategies, and historic performance) 
and market, economic and other conditions that may change and have a material impact on future results. Thus, there can be no assurance that these objectives will be realized. Return objectives are set over rolling 6 year period, 
net of all fees. Investment objectives do not represent a prediction of returns, volatility or a promise to deliver any particular investment goal. Actual performance and volatility may be greater or less than these objectives. There is no 
guarantee that forecasts will be realized. Past performance is not indicative of future performance. Allocations and holdings are subject to change. ** Based upon rolling 3 year periods.

7



Hedge Fund Building Blocks 

Strategy Characteristics and Benefits

Relative Value
Exploit pricing inefficiencies in credit markets

Benefit – Lower volatility fixed income return profile

Event Driven
Exploit mis-pricing surrounding corporate events

Benefit – Uncorrelated to broad equity indices 

Equity Hedge
Strategies can be long/short or market neutral

Benefit – Less volatile equity return profile

Trading
Takes advantage on economic investment themes

Benefit – Uncorrelated return profile to both equities and fixed income 

8

Constructing balanced portfolios through four core strategies

Source: GAM. The views contained herein are as of the date of this presentation and may not reflect the views any time thereafter.  These views are aimed to help the reader in understanding the 
investment manager’s investment process and should not be construed as investment advice. 



Periodic Table of Hedge Fund*

9

Strategy Returns  

Source: *Prepared by GAM based upon performance (net of fees) data from the applicable Dow Jones Credit Suisse hedge fund indices. GAM has not independently verified the information from other 
sources and no assurance can be given as to whether such information is accurate, true or complete and GAM makes no warranty, expressed or implied, regarding such information.  Every effort has 
been made to ensure the accuracy of the information provided, but GAM cannot be held responsible for any errors or omissions. Past performance is not indicative of future returns. 
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Portfolio Positioning and Performance



Alaska Retirement Management Board
Annual returns from Jun 30, 2013 (inception)* to Mar 31, 2015

Indices cannot be purchased directly.  Please see "Disclaimer" at the end of this material for important disclosures regarding the information contained herein.
*Inception date of new investment objectives.

Past performance is not indicative of future performance. Performance is provided net of fees.

Source: GAM, Hedge Fund Research 11



Alaska Retirement Management Board
Annualized performance from Jun 30, 2013 (inception) to Mar 31, 2015

Indices cannot be purchased directly.  Please see "Disclaimer" at the end of this material for important disclosures regarding the information contained herein.

Past performance is not indicative of future performance. Performance is provided net of fees.

Source: GAM, Hedge Fund Research 12



Alaska Retirement Management Board
Holdings as of March 31, 2015

Source: GAM
Holdings and allocations are subject to change.
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Strategies Weight (%)

Equity Hedge 16.6

Equity Hedge Global 8.1

Bremner 8.1

Equity Hedge Europe 8.5

Eureka 2x 8.5

Trading 38.5

Macro Discretionary 24.8

Karya 7.3

Autonomy Global 6.3

MaxQ Enhanced 6.3

Fortress 5.1

Macro Systematic 2.9

Two Sigma AR Macro Enhanced 2.9

Managed Futures - Trend 6.1

Cavendish Systematic 6.1

Managed Futures – Short-Term/Active Trading 4.7

Crabel Multi-Product 4.7

Strategies Weight (%)

Event Driven 7.8

Special Situations 7.8

Jana Nirvana 7.8

Relative Value 26.3

ABS 14.2

Tilden Park 7.4

LibreMax 6.8

Arbitrage Diversified 3.8

Pine River Ultra 3.8

Fixed Income Relative Value 1.5

Pine River Fixed Income 1.5

Volatility 6.8

Laurion Capital 6.8

Cash 10.8



Portfolio adjustments: March 2014 & March 2015
Top holdings

Source: GAM
Allocations and holdings are subject to change. Totals may not sum due to rounding of data at source

% held in top 10 71.2

% held in holdings 11-15 18.0

Total no of holdings 15

Average size of a top 10 position 7.1

Average size of a top 15 position 5.9

As at Mar 31, 2014 Strategy Weight (%)

Jana Nirvana Special Situations 9.0

Tilden Park ABS 8.4

Eureka 2x Equity Hedge Europe 8.1

Bremner Equity Hedge Global 8.0

Proxima Special Situations 7.9

Force Capital II Equity Hedge US 7.9

LibreMax ABS 7.5

Fortress Macro Macro - Discretionary 7.3

Pine River Fixed Income Fixed Income Relative Value 7.0

Karya Macro - Discretionary 5.5

% held in top 10 76.6

% held in holdings 11-15 21.2

Total no of holdings 15

Average size of a top 10 position 7.7

Average size of a top 15 position 6.5

14

As at Mar 31, 2015 Strategy Weight (%)

Eureka 2x Equity Hedge Europe 8.5

Bremner Equity Hedge Global 8.1

Jana Nirvana Special Situations 7.8

Tilden Park ABS 7.4

Karya Macro - Discretionary 7.3

Laurion Capital Volatility 6.8

LibreMax ABS 6.8

MaxQ Enhanced Macro - Discretionary 6.3

Cavendish Systematic Managed Futures – Trend 6.1

Autonomy Global Macro - Discretionary 6.1



Alaska Retirement Management Board
Breakdown of risk as of Mar 31, 2015

Source: GAM
Holdings and allocations are subject to change

Breakdown by geography Breakdown by asset class

15

15.5%

20.9%
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4.3%

24.8%

8.2%

6.5%

56.2%

Commodity Currency Govt Bond Credit Equity



Alaska Retirement Management Board
Breakdown of risk over time June 30, 2013 (inception)* to Mar 31, 2015

Source: GAM
Holdings and allocations are subject to change.
*Inception date of new investment objectives.

Breakdown by geography

Breakdown by asset class
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Portfolio Cluster Map

17

Returns from multiple sources - 36 months ended Feb 27, 2015

Source: GAM. This chart shows the cross correlation of each manager in the portfolio to one another as well as relative to the S&P 500 in USD and the US 10 year government bond index in USD.
Past performance is not indicative of future performance. Please see “Disclaimer” at the end of this material for important disclosures regarding the information contained herein.



Macro Fundamentals

Source: Trading Economics as of May 14, 2015

US GDP

European GDP
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GAM Asset Cross Correlation*
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0.1

Source: GAM as of May 29, 2015.

Average Asset Class Cross Correlation Rolling Daily 60 Days 

For illustrative purposes only.
*The GAM Asset Class Correlation Index “ACC (N) Index” is a GAM proprietary methodology that is derived as follows: 
1. Calculate daily returns (or inverse daily returns, if short) of the S&P 500 index, the 10-year UST total return index, the DXY dollar index, the Emerging Markets** index and the GSCI commodities 
index.
2. Calculate all cross-correlations in the cross-correlation matrix using a rolling N day sample window of daily weekday returns.
3. Average across the entire matrix (including the diagonal with correlation 1) to give the ACC Index level as at the date of the end of the sample window.
** The Emerging Markets index consists of 10 equally weighted indices (Taiwan Stock Exchange Weighted Index, Korea Stock Exchange Index, BSE India Sensex 30 Index, Hong Kong Stock Exchange 
Hang Seng Enterprises Index, MICEX Index, Warsaw Stock Exchange WIG Total Return Index, Istanbul Stock Exchange National 100 Index, Bovespa Brasil Sao Paulo Stock Exchange Index, Mexican 
Stock Exchange Mexican Bolsa IPC Index and Santiago Stock Exchange IPSA Index).

Rolling Daily 60 Days Basis as of May 29, 2015
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Alaska Retirement Management Board & Market Volatility
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Source: GAM, Bloomberg.
For illustrative purposes only. Past performance is not indicative of future performance. Indices cannot be purchased directly.



Top and bottom underlying fund contributors

Top contributors %* Comment

Karya 0.77
Karya's returns in Q1 were driven primarily by currencies and equities, with positive gains in long US dollar versus 
euro, Japanese yen, Australian dollar and British pound, and long options in Eurostoxx and Japanese equity 
baskets.  The fund also benefited from selling credit implied volatility to fund the equity options.

Eureka 2x 0.71

Eureka saw their long portfolio be the main contributor to performance over the quarter. Shorts were less successful. 
The fund retained a net long bias throughout. Long performance was particularly strong in Chinese equities as the 
overlay portfolio contributed to returns. Pharmaceuticals contributed strongly across the quarter while semi-
conductors detracted.

Bremner 0.35

The outperformance of the strategy occurred mainly in January as February and March were mixed. Overall, top 
detractors include short positions in European luxury goods, due to European markets outperforming as a result of 
announced QE and lower oil price. Top contributing positions mainly included long positions, which are a mix of 
stock and country specific, such as long positions in Japan, which have performed well over the quarter as economic 
activity has increased and a weaker Yen has made Japanese companies more competitive.

Q1 2015

Source: GAM
Past performance is not indicative of future performance. Please see "Disclaimer" at the end of this material for important disclosures regarding the information contained herein.
* As of Mar 31, 2015.
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Top and bottom underlying fund contributors

Bottom contributors %* Comment

Two Sigma AR 
Macro Enhanced -0.18

Two Sigma Absolute Return Macro was down in Q1 as most of January's losses were recovered in February 
while March was quiet. The fund was mis-positioned for the continued rally in fixed income in January, 
particularly in the US. The fund also detracted on the lifting of the peg of the Swiss franc against the euro 
although it did offset some of those losses with gains elsewhere in currencies. February saw the recovery of all 
of the losses caused by the fixed income shorts in January. Long positions in equity indices were beneficial 
while commodities detracted. March was a modestly positive month led by gains in US and European fixed 
income trading.

Autonomy Global -0.14
Autonomy Global losses for the period occurred in March due to their long position in Brazilian rates and 
inflation linked bonds. Part of the loss was due to local currency weakness but also investor sentiment 
deteriorating towards the country on the Petrobras scandal.

Proxima** -0.14
During the quarter, Proxima’s returns were volatile as the fund had mixed results from core investments. The 
biggest detractor in Q1 was a long position in a mortgage servicing company that came under regulatory 
pressure.

Q1 2015

Source: GAM
Past performance is not indicative of future performance. Please see "Disclaimer" at the end of this material for important disclosures regarding the information contained herein.
* As of Mar 31, 2015. ** Redeemed in March.
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Equity Hedge – Outlook

● At the manager level, our expectation is that the managers can post excess returns above respective market exposure  

● Our bias remains to managers focused on developed equities, but with a rotation away from US equities towards other 
opportunities where monetary policy is supportive or market reforms can lead to a re rating in equities

● At the market level, the environment remains constructive for equities: valuations both absolute and relative to bonds remain
fair to attractive, especially outside of the US, and trends such as corporate buy backs are being replicated internationally

● Central banks should remain highly accommodative through 2015

23Views expressed are those of the manager at the time and are subject to change.

There is no guarantee that forecasts will be achieved.



Trading – Outlook

● Market volatility indicative of increased opportunity set

● Managers have been able to add value through active trading and portfolio construction

● Clearer path to divergent central bank policies is likely to sustain opportunities in currencies

● Emerging markets are clearly decelerating which should eventually offer upside potential 

● Commodities markets have exhibited trends as a result of changes in supply and demand

● Fixed income offering opportunities across countries as well as through shape of curve given changes in central bank policy

● Longer term trend strategies could remain choppy but their ability to withstand quick reversals should add value

● Shorter term approaches continue to benefit from increased market volatility 

24
Views expressed are those of the manager at the time and are subject to change.

There is no guarantee that forecasts will be achieved.
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Event Driven – Outlook

Views expressed are those of the manager at the time and are subject to change.

There is no guarantee that forecasts will be achieved.

● Activist continue to exert influence to unlock value for shareholders

● Favourable backdrop for strategic M&A continues to exist

● Opportunities in energy sector for distressed and special situation managers as commodity prices stabilise 

● Crowding is an issue in well publicised expected corporate events 



Relative Value – Outlook

26Views expressed are those of the manager at the time and are subject to change.

There is no guarantee that forecasts will be achieved.

● Increased volatility across asset classes is expected to continue as the macro outlook remains mixed and central bank 
policy diverges

– We are focused on strategies which should benefit from these increasing volatility levels, including fixed income 
relative value funds and cross asset class volatility funds

● Within the fixed income space, there is an on-going search for yield, though rich pricing has investors nervous
– With regard to corporate credit, the market remains more suitable for credit pickers than long biased yield managers
– The asset backed markets have positive tailwinds including improving employment and cheaper oil, meaning the US 

consumer is better positioned to service debt, as well as the positive technical of shrinking legacy supply of paper



This document is confidential and intended solely for the use of the person to whom it is given or sent 
and may not be reproduced, copied or given, in whole or in part, to any other person. 
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Investment Process – Overview
Performance is driven by consistent application of our process

Source: GAM

Asset 
allocation

Operational 
due diligence

Risk management

Investment 
research

Operations  
& back office

Portfolio 
management
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Asset allocation – Overview 

● Set specific objectives for return, risk and correlation for each portfolio and strategy 
● Decisively capitalise through re-weighting portfolios as investment environment evolves 

– Change long-term allocations within agreed parameters
– Shift tactical sub-strategy weightings intra-month 

● Investment Management Committee meets formally each month to 
– Review prior month’s investment results
– Assess opportunities and consider changes in tactical positioning

Clear objectives and weights form portfolio framework

Source: GAM. *For illustrative purposes only. The objectives above are based on certain assumptions (including, among other things, objectives of underlying funds and strategies, and historic 
performance) and market, economic and other conditions that may change and have a material impact on future results.  
Objectives are set over rolling 3-5 year periods. Holdings and allocations are subject to change. 

There is no guarantee that forecasts will be realised.

Return 
Objectives 
(Net % pa)

Volatility
Objectives 

(% pa)

Correlation 
to S&P 500 

Index

Tactical 
Allocation 

Guidelines (%)

Portfolio Name 6 – 8 5 – 7 0.2 – 0.6 –

Equity Hedge 6 – 10 6 – 8 0.4 – 0.8 20 – 45

Trading 5 – 8 6 – 9 -0.2 – 0.2 25 – 35

Event Driven 6 – 9 5 – 8 0.2 – 0.5 15 – 30

Relative Value 6 – 9 5 – 8 0.0 – 0.3 0 – 15

Example structure*

Asset 
allocation

 Mandate
objectives and risk 
tolerances

 Tactical 
allocation 
guidelines

 Monthly asset 
allocation 
research/ actions
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Investment research
Identification of talent

● Dedicated research team conducts ongoing search for new managers
– Maps approximately 6,000* hedge funds on proprietary databases

● Quantitative screening of:
– Returns and risk, both absolute and relative to hedge fund indices
– Fee levels, liquidity and asset size

● Qualitative view and action agreed
– Reviewed ~400 hedge funds in 2014

● Quantitative and qualitative analysis linked to prioritize research

● Emphasis on finding talent: willingness to invest in new managers/strategies

Investment
Research

 Universe 
mapping 

 Quantitative and 
qualitative 
analysis

 Prioritization –
focus on talent

Source: GAM
* As of Mar 31, 2015
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Investment research

Weekly Weekly fund overview meeting (All 
AIS staff)

Update top-down views by strategy and discuss managers approaching or in breach of 
return, risk and drawdown forward expectations

Monthly Monthly attribution reports Understand drivers of fund risk and performance, and capture trends as they evolve
Measure actual vs. expected return and risk

AIS transparency analysis tool Aggregate underlying positions for all equity hedge managers to stock, sector, geography, 
manager, strategy and fund levels

Monthly Review meetings (IMC) Revalidate and formalize top-down views by asset class and strategy for consistent 
application across portfolios

Quarterly Manager contact reports Records all qualitative and quantitative information gathered from managers

Risk Factor Analysis (RFA) Assess portfolio exposure to various performance drivers

Risk Dashboard Collates metrics from underlying systems and tools for rapid identification, understanding 
and assessment of key risks and their sources at manager, strategy and portfolio levels

Quarterly Investment Meeting 
(IMC)

Set top-down strategic views by asset class and strategy, revalidate investment case for 
every manager held, review performance expectations and portfolio weights

Ongoing Constant contact with managers Build deepest possible understanding as portfolios and business develop

Operational risk reviews Reassess operational integrity of every manager and their key vendors

Structured reviews of investment, portfolio and operational risks

Source: GAM
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Portfolio management – Overview

● Manager sizing is determined by combination of:

● Proprietary portfolio modeling and liquidity tools support judgment

● Investment Management Committee meets monthly to:

– Revalidate each manager’s investment case

– Consolidate bottom-up views

– Discuss target strategy weights

Bottom-up views drive portfolio construction 

Source: GAM

Strong, bottom-up analysis of managers

Forward-looking return and risk metrics

Actual strategy weights influenced by IMC views 
and tactical allocation guidelines

+

+

Portfolio 
management

 Manager sizing

 Intra-portfolio 
correlation analysis

 Portfolio risk 
exposures

 Investment and 
risk meetings
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Operations & back office – Overview 
Dedicated and comprehensive operational and back office support

Source: GAM
Data as of Mar 31, 2015.

● GAM has a dedicated operations and back office established in 1990
– Over 185 staff
– Based in Dublin and operates independently of the GAM investment teams
– Regulated by the Central Bank of Ireland 
– Type II ISAE 3402 / SSAE 16 report provided by PWC – updated annually

● Provides comprehensive operational support 
– Manages all administrator relationships
– Processes all subscriptions/ redemptions
– Performs cash reconciliations with custodians 
– Performs holding reconciliations with administrators and custodian
– Sources prices from administrators / investment managers
– Calculates valuations and maintains fund accounting records

Operations
& back office

 Fund accounting & 
administration

 Complete 
operational 
infrastructure and 
service
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Risk management – Overview 

Source: GAM

Proprietary tools utilised to monitor portfolios at multiple levels

● AIS Quantitative Research Team oversees on-going risk analysis 
– Aggregate and analyze portfolio level risks, including risk exposures and holdings
– “Risk Dashboard” tool collates information 
– Structured quarterly risk review process 

● Structured performance monitoring conducted by Investment 
Management Committee

– Monthly performance analysis
– Contribution and attribution analysis

Risk
management

 Manager and 
portfolio monitoring

 Transparency 
analysis

 Scenario stress 
testing 

 Factor analysis 
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Risk management – Quantitative risk aggregation 
Collating key risk metrics into one report

Risk Dashboard

● Invested managers provide detailed portfolio data

● GAM’s risk systems check and analyze data 

● Aggregate data into risk dashboard quarterly

● Triangulate with information from quant reports

Source: GAM

Risk Factor 
Analysis 
(RFA)

Full 
Transparency Stress Testing Valuation 

Monitoring
Liquidity 

Monitoring

GAM’s Invested Managers

Confirmed 
exposure data Positional data Pricing data FAS157 

accounting Liquidity profile

To
ol

In
pu

t
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Risk Management – Risk Dashboard Tool

● Enables rapid identification of 
all key risks and their sources

● Allows drill down on specific 
aspects of risk most relevant 
to each fund

● Provides top down 
perspective to support QIM 
process

● Key input for quarterly formal 
portfolio review at IMC by 
portfolio managers

At-a-glance tool for systematically assessing and monitoring risk 

Summarizes portfolio 
exposure to
• Leverage risk
• Concentration risk
• Liquidity risk
• Valuation risk
• Business risk
• Market risk

Key Risk Metrics

Shows most correlated and 
most non-correlated 
underlying funds

Classifies funds by different 
types of correlation

Cross Correlation

Calculates portfolio and 
underlying fund beta to a 
range of indices and 
factors

Factors include S&P 500, 
VIX, currencies, gold, 
crude oil, etc

Portfolio Factor Beta

Models performance of 
current portfolio across a 
selection of previous market 
stress scenarios

Stress Testing

Highlights most and least 
liquid underlying funds in 
portfolio

Profiles minimum cost, 
minimum time to liquidation, 
gates and redemption 
timelines for portfolio

Portfolio Liquidity

Aggregates risks for each 
strategy and portfolio

Full look through on:
• Fund
• Sector
• Country
• Position

Full Transparency Risk Analysis

The AIS Quantitative Research team constantly monitors and reviews the 
dashboard

Source: GAM



This document is confidential and intended solely for the use of the person to whom it is given or sent 
and may not be reproduced, copied or given, in whole or in part, to any other person. 
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Index descriptions

HFRI Fund of Funds Conservative Index
The HFRI Fund of Funds: Conservative Index is an equally weighted index that represents the performance net of fees. Funds included must report monthly returns
net of all fees in USD. There is no required asset-size minimum and no required length of time a fund must be actively trading before inclusion in the HFRI. Both
domestic and offshore funds are included in the HFRI. FOFs classified as ""Conservative"" exhibit one or more of the following characteristics: seeks consistent
returns by primarily investing in funds that generally engage in more ""conservative"" strategies such as Equity Market Neutral, Fixed Income Arbitrage, and
Convertible Arbitrage; exhibits a lower historical annual standard deviation than the HFRI Fund of Funds Composite Index. A fund in the HFRI FOF Conservative
Index shows generally consistent performance regardless of market conditions.

Barclays Global Aggregate Bond Index
The Barclays Global Aggregate Index is a flagship measure of global investment grade debt from twenty-four different local currency markets. This multi-currency
benchmark includes fixed-rate treasury, government-related, corporate and securitized bonds from both developed and emerging markets issuers. The Global
Aggregate Index is largely comprised of three major regional aggregate components: the US Aggregate (USD300mn), the Pan-European Aggregate, and the
Asian-Pacific Aggregate Index. In addition to securities from these three benchmarks, the Global Aggregate Index also includes investment grade Eurodollar, Euro-
Yen, Canadian, and 144A Index-eligible securities not already in the three regional aggregate indices. A component of the Multiverse Index, the Global Aggregate
Index was created in 2000, with index history backfilled to January 1, 1990.

MSCI ACWI Index
The MSCI ACWI Index is a free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed and
emerging markets. The MSCI ACWI consists of 46 country indexes comprising 23 developed and 23 emerging market country indexes. The developed market
country indexes included are: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New
Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the United States. The emerging market country indexes included
are: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia,
South Africa, Taiwan, Thailand, Turkey and United Arab Emirates.

S&P 500 Index
The S&P 500 Index is a free-float adjusted market-capitalisation-weighted index designed to measure the performance of 500 leading companies in leading
industries of the US economy. The stocks included have a market capitalisation in excess of USD 4 billion and cover over 75% of US equities. A balance for the
S&P 500 in line with the sector balance of the universe of eligible companies is maintained.

Source: Hedge Fund Research, Thomson Reuters, MSCI.



FOR SOPHISTICATED INVESTORS ONLY.

Source of data: GAM (unless otherwise stated). GAM has not independently verified the information from other sources and no assurance can be given as to
whether such information is accurate, true or complete and GAM makes no warranty, expressed or implied, regarding such information. Every effort has been
made to ensure the accuracy of the information provided, but GAM cannot be held responsible for any errors or omissions. While every effort has been made to
ensure the accuracy of the financial information herein, you should note that some of the information may be based on unaudited or otherwise unverified
information. This document is for information only and the information contained in this document is confidential to GAM and has been produced solely for the
use of the person to whom it is given or sent. It may not be used for any other purpose and may not be reproduced, copied, given, distributed or disclosed, in
whole or in part, to any other person.

This is not an invitation to invest in any GAM product or strategy and subscriptions will only be received on the basis of the relevant offering document or
investment management agreement.

Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision. Nothing in this
presentation should be construed as a solicitation, offer or recommendation to acquire or dispose of any investment or to engage in any other transaction.

Not all products mentioned in this presentation are registered for public sale in all jurisdictions. Therefore, no public marketing must be carried out for them. GAM
products are not available for sale in any state or jurisdiction in which such sale would be prohibited and are not aimed at persons in those jurisdictions and in
those cases where the law prohibits this type of information from being provided.

None of the shares, units or interests of the products mentioned in this presentation have been registered under the US Securities Act of 1933, as amended (the
“Securities Act”), and none of the products mentioned in this presentation are registered under the US Investment Company Act of 1940, as amended (the
“Company Act”). Accordingly, unless an exemption is available, such shares, units or interests may not be offered, sold or distributed in the United States or to
US persons. However, pursuant to an exemption from registration under the Securities Act and the Company Act, such shares, units or interests may be sold or
resold in the United States or to certain qualified US investors in transactions that do not constitute a public offering. In addition, certain GAM products are closed
to all US investors.

Past performance is not an indication of future performance. An investor may not get back the amount invested. Historic data may be subject to restatement from
time to time. Investors may not purchase indices directly. Holdings and allocations are subject to change. There is no guarantee that the strategies or objectives
presented will be achieved and the value of the portfolio may go down as well as up and may be affected by changes in rates of exchange. The views contained
herein are as of the date of this presentation and may not reflect the views any time thereafter. These views are aimed to help the reader in understanding the
investment manager’s investment process and should not be construed as investment advice.

Disclaimer
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Notes to Performance

Past performance is not indicative of future performance. An investor may not get back the amount invested. Historic data may be subject to restatement from
time to time. Indices cannot be purchased directly and are shown for informational purposes only.

Effect of Fees on Gross Only Performance Figures:
Gross only performance figures: (i) do not reflect the deduction of investment advisory fees; and (ii) will be reduced by investment advisory fees and any other
expenses that may be incurred in the management of an account, e.g., the effect of investment advisory fees on the total value of an account, a three year
compound return of 8.83% before the deduction of investment advisory fees would be 7.74% after deduction of investment advisory fees of 1.00% per annum
accrued monthly and payable quarterly.

Important Information on hedge funds:

Hedge fund strategies are speculative and are not suitable for all investors, nor do they represent a complete investment program. GAM hedge fund products are
only available to qualified investors who are comfortable with the substantial risks associated with investing in hedge funds. Many of the investment programs are
speculative and entail substantial risks. An investment in hedge fund strategies includes the risks inherent in an investment in securities, as well as specific risks
associated with limited liquidity, the use of leverage, short sales, options, futures, derivative instruments, investments in non-US securities, “junk” bonds and
illiquid investments. Investors should recognize that they will bear asset-based fees and expenses at the fund of hedge fund level, and indirectly, fees, expenses
and performance-based compensation of the investment funds in which these funds of hedge funds invest. In addition, the overall performance of fund of hedge
fund products is dependent not only on the investment performance of individual managers, but also on the ability of a GAM investment manager to allocate
assets amongst such managers on an ongoing basis. There can be no assurances that an investment strategy (hedging or otherwise) will be successful or that a
manager will employ such strategies with respect to all or any portion of a portfolio.

Hedge fund strategies may be highly leveraged and the volatility of the price of their interests may be great. Investors could lose some or all of their
investments. Investing in securities of foreign issuers involves special risks including currency rate fluctuations, political and economic instability, foreign taxes
and different auditing and reporting standards. These risks are greater in emerging market countries. The investment funds in which GAM fund of hedge fund
products invest can be highly illiquid, are not required to provide periodic reporting or valuation information to investors and may involve complex tax
strategies. GAM makes no representation that an investment in any GAM fund of hedge fund product will provide transparency as GAM cannot fully monitor the
leverage of underlying funds and their day-to-day activity. The use of leverage may cause an underlying portfolio to liquidate positions when it may not be
advantageous to do so in order to satisfy its obligations or to meet segregation requirements. Leverage, including borrowing, may cause an underlying portfolio to
be more volatile than if the portfolio had not been leveraged.

Disclaimer
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State of Alaska 
ALASKA RETIREMENT MANAGEMENT BOARD 

 
Relating to Trustee Training and Travel 

 Resolution 2015-05 
 
 WHEREAS, the Alaska Retirement Management Board (Board) was established by law 
to serve as trustee to the assets of the State's retirement systems; and 
 
 WHEREAS, under AS 37.10.210-220, the Board is to establish and determine the 
investment objectives and policy for each of the funds entrusted to it; and 
 
 WHEREAS, AS 37.10.071 and AS 37.10.210-220 require the Board to apply the prudent 
investor rule and exercise the fiduciary duty in the sole financial best interest of the funds 
entrusted to it and treat beneficiaries thereof with impartiality; and 
 
 WHEREAS, AS 37.10.210(h) requires the Board to provide annual training to its 
members on the duties and powers of a fiduciary of a state fund and other training as necessary 
to keep the members of the board educated about pension management and investment; and 
 
 WHEREAS, training and educational conferences provide for continuing trustee 
education regarding fiduciary responsibility, pension management and investment, and a forum 
to meet other fiduciaries with common goals and objectives; and 
 
 WHEREAS, the Board provides training and education to the trustees and staff through 
its annual Education Conference, and trustees may be invited to or seek out additional training or 
educational opportunities; and 
 
 WHEREAS, the Board desires to update the Investment Policy & Procedures Manual to 
clarify trustee travel and attendance at training or educational conferences; 
   
 NOW THEREFORE BE IT RESOLVED THAT THE ALASKA RETIREMENT 
MANAGEMENT BOARD adopts the following policy regarding trustee travel and attendance at 
training or educational conferences, which shall be included in the ARMB Investment Policy & 
Procedures Manual in Section III D: 
 

The annual ARMB Education Conference provides access to the training and 
education required by statute and all trustees are encouraged to attend; trustees 
may also participate in two additional training or educational opportunities per 
year. 

 
 This resolution repeals and replaces Resolution 93-8.  
  
 DATED at Anchorage, Alaska this ___ day of June, 2015. 
 
    
                                                                        
     Chair 
ATTEST: 
                                        
                                                                       
Secretary 
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B. Investment Policy Statement   
 
1. Purpose and background 
 
The Alaska Retirement Management Board (ARMB) was established by the Legislature in 2005 
to serve as trustee for the assets of the state’s defined benefit and defined contribution retirement 
systems, the State of Alaska Supplemental Annuity Plan, the deferred compensation program for 
state employees, and the Alaska retiree health care trusts.  Consistent with standards of prudence, 
the board has the fiduciary obligation to manage and invest these assets in a manner that is 
sufficient to meet the liabilities and obligations of the systems, plan, program, and trusts. 
 
The ARMB manages over $18 20 billion of investments on behalf of a diverse set of over 16 
retirement and benefits accounts, each with unique attributes including funding status and 
demographic profile.  The two biggest defined benefit systems, the Public Employees’ 
Retirement System (PERS) and the Teachers’ Retirement System (TRS) are a large majority of 
the total assets.  Both systems are significantly underfunded.  The funding objective of these 
plans, as adopted by the ARMB, is to set a contribution rate that will pay the normal cost and 
amortize the initial unfunded actuarial accrued liability and each subsequent annual change in the 
unfunded actuarial accrued liability over a closed 25-year period.  This funding objective is 
currently being met.  The State of Alaska is the largest contributor to paying down the unfunded 
liability and the State is expected to make its contribution payments over the near term planning 
horizon.  The demographics of PERS and TRS are such that over half of the total plan 
participants are retired and receiving benefits or otherwise no longer active in the system.   
Without investment gains, distributions out of PERS and TRS are now larger than payments into 
the systems.  Like PERS and TRS, the other accounts that make up the system – the Judicial 
Retirement System (JRS) and the National Guard Naval Militia System (NGNMRS), have their 
own unique funding, demographic, and other attributes for the ARMB to consider. 
 
2. Statement of Objectives 
 
The ARMB’s general investment goals are broad in nature. For the defined benefit plans under 
its responsibility, the overall objective of the ARMB investment program is to provide members 
and beneficiaries with benefits as required by law. This will be accomplished through a carefully 
planned and executed long-term investment program that efficiently and effectively allocates and 
manages the assets entrusted to the ARMB. 
 
The investment policies have been designed to allow ARMB to seek its expected long-term total 
return.  Reasonable and prudent risk-taking is appropriate within the context of overall 
diversification to meet ARMB long-term investment objectives. The assets of ARMB will be 
broadly diversified to reduce the effect of short-term losses within any investment program in a 
manner that controls the costs of administering and managing the portfolio. 
 
Regarding the defined contribution plans under its responsibility, each participant has his or her 
own risk tolerance, time horizon, and investment objectives. Participants are responsible for their 
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D. Operating Procedures 
 
Meetings 
 

1. The schedule for the regular meetings shall be reviewed by the Trustees at the 
first meeting of the calendar year. 

 
2. All special meetings shall be on days agreed upon by the Trustees.  

 
3. The final composition of the agenda shall have the approval of the Chair of 

ARMB. 
 

4. All regular meeting material should be sent to the Trustees no later than seven 
days prior to the meeting date. To the extent possible, all special meeting material 
should be sent to the Trustees no later than four days prior to the meeting date.  

 
5. ARMB will look to Robert’s Rules of Order as a guide to parliamentary 
 procedure before ARMB. 

 
Committees 
 
Standing committees of ARMB are as follows: 
 

• Actuarial Committee 
• Audit Committee 
• Budget Committee 
• Defined Contribution Plan Committee 
• Legislative Committee 
• Real Assets Committee 
• Salary Review Committee 

 
Standing committees are charged with certain responsibilities set out in a committee charter 
approved by ARMB; committees may make recommendations to ARMB, but do not make 
decisions on behalf of ARMB.   
 
Ad hoc committees may be appointed by the chair for temporary specified purposes; the term of 
the committee shall expire at the conclusion of the matter for which the committee was 
appointed.   
 
 
Education, Training, Travel and Reimbursements 
 
 1. The annual ARMB Education Conference provides access to the training and  
  education as required by statute and all trustees are encouraged to attend; trustees  
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  may also participate in two additional training or educational opportunities per  
  year.   
 

12. Honorariums will be paid for time expended by trustees in the manner prescribed 
by law. Entitlement to honorariums set by law shall be construed to mean that 
Board members shall be reimbursed daily honoraria for any day in which 
attendance is required in person or by teleconferenced Board meetings, committee 
meetings, or workshops convened by ARMB; while on an ARMB-approved 
seminar; and while appearing on behalf of ARMB on legislative matters. 
Attendance shall include time spent in travel to or from a meeting if such travel 
time is not the same day as the scheduled meeting or gathering. 

 
23. Reimbursement for travel expenses is outlined in the state travel regulations at 

AAM.60.   
 

34. Travel Policy.  Travel by trustees and travel outside Alaska by staff of Revenue 
on ARMB-related business shall be subject to approval by the Chair.   

 
New Trustee Briefing 
 
From time to time, new ARMB trustees are elected or appointed.  To maintain continuity and 
expedite familiarity with ARMB business, ARMB will request Revenue to provide an initial 
briefing to include the following: 

 
 1. Department of Revenue Management: 
  Personnel introductions and review of the following presentations (Sub-sections  
  of each presentation will be reviewed in-depth): 

 
• AS 37.10.210 Alaska Retirement Management Board 
• ARMB Investment Policy and Procedures Book ARMB Trustee Manual  
• Historical Review 
• ARMB (Trustee Biography) 
• Investment Advisory Council 
• Ethics Video 
• Legal Opinions 
• Alaska Public Officer Commission (APOC) 
• Annual Reports 
• Newsletters 
• ARMB Web Page 
• Travel Regulations 
• ARMB Meeting Minutes 
• Trustee Disclosure Statements 
• Reference Materials/Training Conferences 
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ALASKA RETIREMENT MANAGEMENT BOARD 
 

 
 
SUBJECT: Approval to Engage Pyramis Global 

Advisors in High Yield CMBS Mandate 
ACTION: X 

    
    
DATE: June 18-19, 2015 INFORMATION:  
        

              
 
BACKGROUND: 
   Pyramis Global Advisors (Pyramis) is a subsidiary of Fidelity Investments Company.  

Pyramis’ real estate debt team formed in 1994.  It operates as a largely self-contained 
group, but retains access to the full resources of Pyramis and Fidelity.  As of March 
31, 2015, the team managed $8.8 billion in assets.  The High Yield CMBS strategy 
comprises $2.4 billion of these assets and was incepted in January 1995.  The three 
senior members of the nine-member team have worked together at Fidelity for 20 
years and average 26 years of commercial real estate investment experience.  The two 
portfolio managers are David Bagnani and Stephen Rosen. 
 
The objectives of the strategy are to outperform high yield corporate bonds, achieve a 
high level of income and a high risk-adjusted total return.  The portfolio is primarily 
invested in high yielding CMBS, and opportunistically invests in real estate company 
bonds, leveraged loans and real estate preferred stock. 

 
STATUS: 
   The strategy has generated competitive returns and diversification, relative to high 

yield corporate bonds, with less return volatility.  A Callan evaluation is attached to 
this memo. 

 
RECOMMENDATION: 

Authorize staff to engage Pyramis Global Advisors to invest $200 million in the 
institutional mutual fund of the High Yield CMBS Strategy, subject to successful 
contract and fee negotiations. 



 

 1 

June 4, 2015 

Research Note 

Knowledge. Experience. Integrity. 

Manager: Pyramis Global Advisors, LLC 
Product: Pyramis High Yield CMBS 

Introduction ARMB’s Chief Investment Officer, Gary Bader, requested Callan Associates conduct a review 
of the Pyramis High Yield CMBS strategy. The Pyramis High Yield CMBS strategy is a 
relative value strategy that seeks to outperform the Barclays CMBS ex-AAA Index and 
generate gross annualized returns of 10-14% over three- to five-year periods. The strategy 
will take advantage of inefficiencies within the commercial mortgage-backed securities 
(“CMBS”) market, primarily investing in high yielding CMBS, but opportunistically wading into 
real estate company debt, leveraged loans, and real estate preferred stock. The strategy is 
implemented and managed by the Pyramis Real Estate Debt Team, a boutique structure 
within Fidelity Investments. This report presents Callan’s observations of the organization, 
investment team, and strategy. 
 
In brief, Callan believes the Pyramis team is well-resourced and has appropriate experience 
to manage the High Yield CMBS strategy.  The strategy is likely to exhibit meaningful 
tracking error relative to its benchmark given the array of non-CMBS instruments that are 
permitted by its guidelines.  The proposed fee appears to be at the high end of comparable 
mutual fund and separate account mandates, but is prudent given the specialized nature of 
the strategy.  An investor of size (e.g.~ $200 million) should consider the potential impact of 
other investors’ cash flows given that the entire AUM in the strategy is less than $1 billion. 

Organization Global Advisors, LLC (“Pyramis”) was established in 2005 as the institutional asset 
management arm of Fidelity Investments focused on developing solutions to serve the needs 
of institutional investors, including pensions, endowments, and foundations around the world. 
Pyramis provides multi-asset class, institutional-quality investment capabilities to offer 
customized solutions for its investors.  
 
Together, Pyramis and Fidelity resources comprise one of the largest proprietary research 
platforms that span the globe. As of March 31, 2015 Pyramis total assets under management 
amounted to $217 billion, including $91.5 billion international/global equity, $87.1 billion in 
fixed income, $34.1 billion in U.S. equity,  and $4.2 billion in REIT and real estate debt 
investment strategies (including the High Yield CMBS strategy). The Pyramis and Fidelity 
research platform includes a broad reach of over 400 research professionals around the 
globe with 93 research professionals based locally in London, Hong Kong, and Tokyo. 
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Pyramis counts 38 dedicated investment grade credit analysts, 29 traders focused on fixed 
income strategies, and 31 fixed income portfolio managers with an average industry 
experience of 20 years amongst its dedicated fixed income resources.  
 
Pyramis is led by President, Jeff Lagarce, who has more than 30 years of experience in the 
institutional investment business, including 14 years in senior management positions at 
Fidelity, and four years as president of OFI Institutional Management. Pam Holding is chief 
investment officer at Pyramis. In this role, she oversees the firm’s portfolio management, 
investment research, and risk management functions. Prior to assuming her current position 
in January, 2014, she was head of Portfolio Management from 2013 to 2014. Before joining 
Pyramis, she was a managing director of Global Value Equities at Putnam Investments from 
2001 to 2009.  

Investment  
Professionals 

The Real Estate Debt Team at Pyramis responsible for all research, idea generation, and 
decision making is composed of nine members, three of whom have worked together at 
Fidelity for 20 years with an average of 26 years of commercial real estate investment 
experience. Originally formed in 1994, the team manages $8.8 billion on behalf of institutional 
and retail investors. Mark Snyderman leads the group and is a named portfolio manager on 
the Opportunistic Income strategy that invests in public and private real estate debt.  The 
High Yield CMBS strategy is led by portfolio managers David Bagnani and Stephen Rosen. 
They have run the strategy since its inception in January 1995.  
 
Rosen joined the Fidelity Real Estate Debt Group in 1995, where he began as a research 
analyst responsible for the collateral credit and structural analysis of high yield real estate 
debt securities.  Prior to joining Fidelity he was an investment officer at Heller Financial, 
where he was responsible for identifying, structuring, and underwriting commercial real 
estate investments. He managed the investment process from sourcing and negotiating 
transactions all the way through to presenting these ideas to Heller’s investment committees.  
Bagnani joined the Fidelity Real Estate Debt Group in 1994 and also began as a research 
analyst in the same role as Rosen.  Prior to joining Fidelity Bagnani was a senior consultant 
at Coopers & Lybrand’s Real Estate Advisory Group, where he provided services to public 
and private clients in strategic management, valuation, and dispositions.  He also 
coordinated the real estate valuation on several commercial mortgage sales and 
securitizations. Before Coopers & Lybrand, Bagnani was a financial analyst with a real estate 
management company in Los Angeles where he managed a portfolio of 20 properties.  
 
Bagnani and Rosen are the lead portfolio managers on the Investment Grade CMBS strategy 
launched in July 2009. They have both aligned their interests with investors by taking 
advantage of a recent opportunity to invest in the fund which previously was offered 
exclusively to institutional investors. (Retail investors, no matter how large, are not permitted  
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to invest in the fund.) Bagnani and Rosen also have significant investment in the Fidelity Real 
Estate Income Fund, which is the team’s lone retail fund. 
 
The High Yield CMBS strategy’s portfolio management team is supported by a team of four 
research analysts: William Maclay, Jane Rivers, Natalie Herald, and Adam Eisenberg. 
Steven Rolecek is the dedicated CMBS trader for the team. Lastly, the team is supported by 
institutional portfolio manager Andrew Rubin. Altogether this team is responsible for the three 
aforementioned strategies along with an Income strategy that focuses on public real estate 
debt and equity. The entire team sits within the broader High Income Division at Fidelity and 
is located in Boston; however, all trading is conducted through the Pyramis fixed income 
trading desk based in Merrimack, New Hampshire. The Real Estate Debt team also can 
leverage the broad and deep platform of Pyramis and Fidelity for additional support while 
remaining intently focused on the CMBS market.  
 
Since the strategy’s inception in 1995, the team has maintained a strict focus on CMBS. 
Because of the idiosyncratic nature of the asset class the team aims to hire professionals 
with backgrounds in commercial property analysis and underwriting.  If deemed necessary, 
that experience will be supplemented with training on bond and cash flow analysis. The team 
has had minimal turnover with only three departures over its 20 year history, two of whom are 
no longer investing in real estate and one who relocated to another state.  They have 
carefully added to the team and say they will continue doing so as required by asset growth.   

Investment  
Philosophy 
and Process 

The foundation of the Pyramis Real Estate Debt team is rooted in deep, fundamental credit 
research. Through extensive fundamental analysis they seek to discover inefficiencies in the 
CMBS market and exploit those opportunities across the real estate capital structure. While 
primarily focused on high yield CMBS, the strategy will be tactical about investing in real 
estate company bonds, leveraged loans and real estate preferred stock when such 
opportunities are attractively priced, although there are no upper or lower limits on such 
allocations.  
 
The team’s goal when evaluating potential deals is to determine a cumulative loss estimate 
for the portfolio. At a more granular level, the team will produce a loss estimate on each 
underlying loan. As part of the valuation process, team members will conduct site visits to 
examine the collateral in the deals, taking into account location, property quality, and tenant 
mix. Each member’s background in commercial property lends itself to this type of work 
which is analogous to how a commercial lender might underwrite a loan. The team leverages 
a network of industry contacts including appraisers and brokers in local markets to 
supplement their own independent research. Utilizing all of this data, analysts conduct a cash 
flow analysis of the underlying property to estimate the property’s value.  Details of each site 
visit are summarized in a written research piece posted to a shared database. 
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To supplement site visits, the team performs credit analysis on the loan side. Analysts review 
key metrics such as debt yield, loan to value, debt coverage, and refinance options to ensure 
the debtor’s capacity to maintain timely repayment of the loan. On the bond side of the deal 
the team considers each bond’s credit risk, total return potential, and yield to worst to 
evaluate where the greatest relative value is on the capital structure. The team is not limited 
exclusively to purchasing high yield CMBS.  Rather they will be tactical about investing in 
CMBS based on their knowledge and research in the market.  They will venture into real 
estate company debt, leveraged loans, and real estate preferred stock as attractive 
opportunities present themselves. Historically, CMBS exposure has made up about 80% of 
the portfolio. The vintage year of each deal has proven to be one of the key drivers of 
performance. As of March 31, 2015 the portfolio holds a relatively high amount of loans  
originated in the 2006-2007 period (7% of the total portfolio value); during the period from 
2006 to 2010 they avoided those same loans as their research indicated that many were 
trading higher than the team’s estimated valuations. By comparison, loans originated in the 
downturn from 2008-2009 total 1.9% of the portfolio. 
 
The approach to decision making is team-oriented. Although Bagnani and Rosen are 
ultimately responsible for all decisions in the portfolio, all members of the team are 
encouraged to debate the merits of each potential investment. Since the team consists of 
only nine members, there are no formal meetings. Rather, their common location within the 
office enables the team to hold informal conversations multiple times throughout the day as 
necessary. Due to the nature of the real estate market, it takes a number of years for the 
team’s fundamentally-driven assessments to play out. As such, the portfolio is expected to 
experience a low amount of turnover, historically averaging around 10-15% per year. The 
team maintains a strict sell discipline, particularly on bonds whose spreads have tightened 
indicating lower returns from price appreciation going forward. Occasionally the team will 
uncover a better idea that can add more value than current holdings in the portfolio, in which 
case they will replace a bond with one whose potential prospects are greater.  
 
Bonds are traded through the Pyramis fixed income trading desk in Merrimack, NH. Having 
such a large presence trading all manner of bonds on the street allegedly provides an 
advantage to the team by having a seat at the table more often when attractive bonds are 
being sold in the market, <especially in a market where attractive bonds are sold 
infrequently>. The firm’s scale of trading enables the team to receive better terms as it 
relates to more favorable treatment and execution on securities bought and sold in the 
portfolio. The team’s continuous research on opportunities in the market facilitates its ability 
to bid on deals that may be presented on short notice.  
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Performance  
and Portfolio 
Characteristics 

High yield CMBS does not fit exclusively into either the mortgage-backed securities or high 
yield corporate bond asset classes.  Consequently, apples-to-apples peer comparisons are 
difficult. What is clear is that over long historical periods, the Pyramis High Yield CMBS 
strategy has delivered competitive returns when compared against the mortgage backed and 
high yield corporate universes. Over trailing one, three, five, and ten year time periods the 
strategy has outperformed the mortgage backed securities universe, which includes RMBS, 
CMBS, and blended managers (Exhibit 1). Although CMBS have generally done well during 
these periods, the strategy has exhibited outperformance ranging from 100 to nearly 800 bps 
over its index, and never landed outside of the top quartile of the mortgage backed universe.  
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Group: Callan Mortgage-Backed Fixed Income Style
Exhibit 1: Returns for Periods ended March 31, 2015

10th Percentile 1.60 8.09 9.76 11.14 8.94
25th Percentile 1.41 6.13 5.86 7.24 6.66

Median 1.19 5.84 3.17 4.58 5.18
75th Percentile 1.10 5.18 2.73 4.13 4.77
90th Percentile 0.57 3.85 2.33 3.45 3.87

Member Count 20 20 20 20 20

Pyramis High Yield CMBS A 2.88 9.84 11.33 13.36 7.15
Barclays US CMBS ex-AAA B 1.61 3.95 5.42 10.49 0.16

Barclays CMBS IG C 1.85 4.67 4.18 6.67 5.32
Barclays CMBS ALL D 1.85 4.67 4.18 6.99 5.43
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When compared against the high yield corporate universe, the Pyramis High Yield CMBS 
strategy displays a similar trend of longer term superior performance. Over the trailing one-, 
three-, and five-year periods, the strategy’s returns have been above median over most 
periods. The trailing ten-year performance is the only time period during which the strategy 
underperformed the Barclays High Yield Corporate Index, and landing in the bottom quartile 
of the high yield universe (Exhibit 2). 
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Group: Callan High Yield Fixed Income Style
Exhibit 2: Returns for Periods ended March 31, 2015

10th Percentile 2.97 4.09 8.78 9.62 9.25
25th Percentile 2.73 3.15 8.09 9.04 8.56

Median 2.62 2.48 7.56 8.61 8.13
75th Percentile 2.44 1.47 7.00 8.33 7.52
90th Percentile 2.17 0.21 6.44 7.84 7.14

Member Count 64 64 64 64 64

Pyramis High Yield CMBS A 2.88 9.84 11.33 13.36 7.15
Barclays Corporate High Yield B 2.52 2.00 7.46 8.59 8.18
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The strategy has outperformed both the Barclays Mortgage Index and the Barclays High 
Yield Corporate Index (Exhibit 3) since inception over multiple rolling periods.  
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Over the lifetime of the Barclays CMBS ex-AAA Index, the strategy has shown remarkable 
consistency on a rolling four-quarter basis, outperforming the index in 78% of time periods 
(Exhibit 4).  
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The team’s dedication to fundamental research has protected the portfolio on the downside 
as the only two years in which the strategy experienced absolute negative performance, in 
2007 and 2008; it was able to outperform the index both years (Exhibit 5). 
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Group: Callan Mortgage-Backed Fixed Income Style
12 Years Ended March 31, 2015
Exhibit 5: Returns for Calendar Years

10th Percentile 9.43 6.12 13.73 10.57 16.52 30.77 7.84 7.29 5.78 3.44 5.37
25th Percentile 7.18 0.67 7.33 7.57 10.84 15.63 5.93 7.12 5.48 3.19 5.12

Median 6.36 -0.88 3.96 6.60 7.43 10.09 2.54 6.74 5.19 2.90 4.73
75th Percentile 5.78 -1.65 3.30 5.87 6.42 7.74 -2.65 6.24 4.95 2.60 4.47
90th Percentile 3.90 -1.81 2.97 4.32 5.42 6.79 -16.94 5.20 4.45 1.71 4.08

Pyramis High Yield CMBS A 10.53 6.77 20.09 9.51 29.42 28.87 -35.84 -2.59 9.66 10.09 19.24
Barclays US CMBS ex-AAA B 3.90 1.42 15.53 7.46 41.12 34.21 -62.33 -5.30 8.18 4.72 8.58
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On a risk-adjusted basis the strategy has been rewarded for the risk it has taken. The last 
eight years have been more volatile for the strategy than the first twelve (Exhibits 6 and 7 – 
note the CMBS indices don’t have history dating back to the inception of the strategy). Since 
January 1995, the strategy has achieved a higher return than both the Barclays High Yield 
Index and the Barclays US CMBS ex-AAA Index with less volatility than either index (Exhibit 
8).  
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As of March 31, 2015 the portfolio comprises: CMBS: 81%; Real Estate Bonds 8%; Real 
Estate Preferred Stock: 6%; RMBS: 1%; and Cash 4%. The CMBS exposure is in line with 
historic norms. About 44% of the portfolio is non-investment grade, 34% is rated BBB, 11% 
rated A, 7% rated AA, and 4% AAA. The AAA and AA rated exposures are older issues that 
have been upgraded over time which the team will continue to hold and collect coupons while 
reinvesting interest. The top ten issuers make up 17.3% of the portfolio with the largest 
holding amounting to 2.2% of the portfolio. There are approximately 400 individual issues in 
the portfolio, which is higher than normal. Issuers usually issue multiple tranches, many of 
which the strategy will participate in especially since the tranches don’t tend to be large.  
  
As of March 31, 2015 the institutional mutual fund is approximately $920 million. There are a 
few investors who currently have $100+ million invested in the fund.  An investment of $200 
million will rank as one of the larger investments in the fund. Given how selective the team is 
and how infrequent deals come to market, the team tries to limit inflows to the fund to about 
$300 million per year. As such, new investors of significant magnitude should expect the 
investment period to take place over the course of six to nine months. Conversely, flows out 
of the fund may, in times of distress similar to 2008, need to be processed over time. While 
such a scenario is undesirable and unlikely, it merits consideration given the size of the fund 
and degree of concentration in that there are no mitigating factors that would protect an 
investor should the fund suffer sudden, large outflows in a liquidity crunch. In the past the 
fund has met all redemptions on time. It can also work with investors to meet large 
redemptions over an agreed-upon time period, but has never had to negotiate to meet 
redemption. 
 
The team constantly keeps an eye on capacity and doesn’t consider it in absolute terms but 
more related to incremental gains. As the market grows the fund is able to absorb new 
assets, but frequent large inflows would not be favorable to the strategy if the new issue 
environment is low. As new assets come into the fund the team invests accordingly and 
assesses the market to determine what attractive assets are available and the likelihood of 
obtaining value-adding ideas to the portfolio. The degree to which the team focuses on the 
high yield portion of the CMBS market makes it unique and distinguishes it from almost any 
other strategy in the high yield and mortgage-backed space. Although there a number of 
CMBS managers, some are focused on the whole-loan space while others chose to blend it 
with another securitized sector. Furthermore, most CMBS strategies are available only via 
separate account. Following are a few of the names of which we are aware: 
 

• BlackRock Commercial Mortgage Backed Securities 
• DB Fitzpatrick Commercial Mortgage Strategy 
• Guggenheim Commercial Mortgage Backed Securities 
• PIMCO Commercial Mortgage Backed Securities 
• Prudential Real Estate Fixed Income Investors Commercial Mortgage Core Strategy 
• Brookfield Commercial Mortgage Backed Securities 
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The all-in fee for all investors in the Pyramis High Yield CMBS institutional mutual fund is 75 
basis points (bps), which falls in line with the average fee of 73 bps for the high yield mutual 
fund universe. The average fee for the mortgage-backed security mutual fund universe is 53 
bps, though this universe is comprised almost exclusively by government RMBS mutual 
funds. The fee for a $200 million separate account would be approximately 70 bps. Separate 
account fees on the above mentioned strategies are roughly half those of the Pyramis High 
Yield CMBS strategy, but are not an exact match in strategy or focus as they are tilted more 
to the investment-grade segment.  

Summary  
Comments 

The Pyramis High Yield CMBS strategy has been run by the same team of portfolio 
managers in a consistent manner since its inception in January 1995 exhibiting stability in 
personnel and process over time. Successfully marrying the team’s extensive background in 
commercial property with their knowledge of the securitized market, they’ve demonstrated 
the ability to produce consistent alpha. Pyramis’ institutional presence and scale trading on 
the street have been advantageous to the portfolio providing favorable treatment and 
execution. Its contrarian, counter-cyclical style has enabled them to benefit from cheap, 
undervalued bonds when fears of recession have led to periods of attractively priced bonds.  
 
As currently constructed, the institutional mutual fund holds a unique set of assets that would 
be difficult to replicate in a newly funded separate account because of the frequency with 
which new deals come to market. At its current size of approximately $920 million, a new 
investment of $200 million would be the largest single investor in the fund. Potential investors 
would be well advised to consider the following before investing: 
 

• Plan to allocate into the portfolio over time because the magnitude of a large inflow 
could be detrimental to new and existing investors.  

• Periods of high volatility. 
• The possibility of negative impacts from sudden, large withdrawals of other investors.  

 Nathan Wong, CFA 
Global Manager Research 

 Information contained herein is the confidential and proprietary information of Callan and should not be used other 
than by the intended recipient for its intended purpose or disseminated to any other person without Callan’s 
permission. Certain information herein has been compiled by Callan and is based on information provided by a 
variety of sources believed to be reliable for which Callan has not necessarily verified the accuracy or completeness 
of or updated. This content may consist of statements of opinion, which are made as of the date they are expressed 
and are not statements of fact. This content is for informational purposes only and should not be construed as legal 
or tax advice on any matter. Any decision you make on the basis of this content is your sole responsibility. You 
should consult with legal and tax advisers before applying any of this information to your particular situation. Past 
performance is no guarantee of future results. 



ALASKA RETIREMENT MANAGEMENT BOARD 
 

 
SUBJECT: 

 

DATE: 

Gabriel Roeder Smith 
Actuary Review Contract  
June 19, 2015 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
 

BACKGROUND: 

The Alaska Retirement Management Board (Board) has a contract with Gabriel Roeder Smith (GRS) for 
actuary review services.   
 
STATUS: 

The contract period with GRS runs from July 1, 2013, through June 30, 2014, with three optional one-
year extensions.  At its June, 2014 meeting, the Board approved exercising the first one-year extension.  
Staff recommends that the Board exercise the second one-year optional extension of the GRS contract to 
June 30, 2016.     
 
 
 
RECOMMENDATION: 

That the Board direct staff to exercise the second one-year contract option, extending the contract with 
GRS until June 30, 2016. 
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SUBJECT: 

 
DATE: 

 
 

Investment Guidelines for Domestic,  
International and Alternative Equities 
June 19, 2015 

ACTION: 
 

INFORMATION: 

X 
 
 

 

 

BACKGROUND   

The “Investment Guidelines for Domestic, International, and Alternative Equities” were most 
recently revised and approved by the Alaska Retirement Management Board (Board) in September 
2014, incorporating changes relating to the creation of the Alternative Equity asset class. 

STATUS  

The current investment guidelines limit the aggregate total of any security held by the Board to five 
percent of total shares outstanding.  The intent of this guideline is to prevent the Board from owning 
a controlling share of a company, not a mutual fund. 

Staff recommends specifying in the investment guidelines that this limit does not pertain to shares 
of mutual funds.  This change will maintain the intent of the guidelines and allow for accurate 
compliance reporting. 

RECOMMENDATION 

The Alaska Retirement Management Board approve Resolution 2015-06 which adds clarification 
to the current investment guidelines that the five percent limit on aggregate total of any security 
held by the Board does not pertain to shares of mutual funds.   

 



State of Alaska 
ALASKA RETIREMENT MANAGEMENT BOARD 

Relating to Investment Guidelines for 
Domestic, International and Alternative Equities 

 
 Resolution 2015-06 
 
  WHEREAS, the Alaska Retirement Management Board (Board) was established 
by law to serve as trustee to the assets of the State's retirement systems; and 
 
  WHEREAS, under AS 37.10.210-220, the Board is to establish and determine the 
investment objectives and policy for each of the funds entrusted to it; and 
 
  WHEREAS, AS 37.10.071 and AS 37.10.210-220 require the Board to apply the 
prudent investor rule and exercise the fiduciary duty in the sole financial best interest of the 
funds entrusted to it and treat beneficiaries thereof with impartiality; and 
 
  WHEREAS, the Board contracts an independent consultant to provide experience 
and expertise in asset allocation and other investment matters to come before the Board; and 
 
  WHEREAS, the Board has established an asset allocation for the funds that 
considers earnings and liabilities on a current as well as a future basis; and 
 
  WHEREAS, the Board has authorized investment in domestic and international 
equities; and 
 
  WHEREAS, the Board will establish and from time to time as necessary modify 
guidelines for domestic and international equities. 
 
  NOW THEREFORE BE IT RESOLVED THAT THE ALASKA RETIREMENT 
MANAGEMENT BOARD adopt the Investment Guidelines for Domestic, International and 
Alternative Equities, attached hereto and made a part hereof, regarding investment in domestic, 
international and alternative equities. 
 
  This resolution repeals and replaces Resolution 2014-24 
  
  DATED at Anchorage, Alaska this ___ day of June, 2015. 
 
 
    
                                                                         
     Chair 
 
ATTEST: 
                                            
                                                                       
Secretary 



ALASKA RETIREMENT MANAGEMENT BOARD (ARMB) 
 

INVESTMENT GUIDELINES FOR DOMESTIC, INTERNATIONAL, AND 
ALTERNATIVE EQUITIES 

 
A. Purpose.  The portfolio will have a primary emphasis on diversification to minimize risk. 

 
B. Investment Structure.  Permissible domestic, international, and alternative equity 

investments include: 
 

1. equity and equity related securities of corporations incorporated in the United States 
that are listed on recognized stock exchanges where recognized stock exchanges are 
those acknowledged by a manager as a source of prudent investments for the fund; 
and 

 
2. international equity and equity related securities listed on recognized stock exchanges 

where recognized stock exchanges are those acknowledged by a manager as a source 
of prudent investments for the fund; and 

 
3. American depository receipts, American depository securities and global depository 

securities; and 
 
4. convertible debentures; and 
 
5. publicly traded partnerships listed on recognized stock exchanges, where recognized 

stock exchanges are those acknowledged by a manager as a source of prudent 
investments for the fund; and 

 
6. investments owned as a result of a corporate action and not a direct purchase, 

including, but not limited to securities delisted and/or deregistered if held at a value 
deemed to be de minimis and compliant with the manager’s specific investment 
mandate or strategy; and 

7. equity related composite instruments including, but not limited to exchange traded 
funds (ETFs) and closed end funds if specified in the investment management 
agreement or determined to be fundamental to the manager’s investment mandate or 
strategy; and 

8. equity related derivative instruments including futures contracts, forward contracts, 
options, and swaps if specified in the investment management agreement or 
determined to be fundamental to the manager’s investment mandate or strategy.  

C. External Equity Management.  The manager must represent and warrant: 
 

1. that it is an "investment advisor"  or “bank” as defined in the Investment Advisors 
Act of 1940 as amended; and 
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2. that it has completed, obtained and performed all registrations, filings, approvals, 
authorizations, consents or examinations required by any government or 
governmental authority for acts contemplated by this contract; and 

 
3. that it is a "Fiduciary", as that term is defined in Section 3(21)(a)(ii) of ERISA  with 

respect to the securities, and that it will discharge its duties with respect to the 
securities solely in the interest of the ARMB and the beneficiaries of the funds 
administered by the ARMB; and 
 

4. that it has and will maintain all forms of insurance and other prerequisites required by 
the ARMB. 
 

D. Investment Management Service to be Performed.  From time to time, equity managers 
shall invest and reinvest the cash and securities allocated to it and deposited in their account, 
without distinction between principal and income, in a portfolio consisting of stocks or other 
securities when market conditions warrant alternatives to stock.  These securities will be 
selected and retained by the manager solely on the basis of their independent judgment 
relating to economic conditions, financial conditions, market timing, or market analysis, and 
will not be subject to direction from the ARMB; provided, however, that in the event the 
aggregate total of any security held by the ARMB exceeds five percent (5%) of total shares 
outstanding, the ARMB may direct portfolio managers to sell securities to the extentuntil the 
aggregate is below five percent (5%).  This guideline does not pertain to shares of mutual 
funds.  Other securities shall be limited to: 

 
1. obligations of the United States government; and 
 
2. obligations of United States government agencies; and 

 
3. certificates of deposit; and 

 
4. corporate debt obligations; and 

 
5. commercial paper; and 
 
6. warrants; and 

  
7. bankers acceptances; and 

 
8. repurchase agreements. 
 

E. Managers will be Authorized.  Managers are authorized to invest or reinvest or dispose of 
any cash or securities held in their account or invest the proceeds of any disposition, provided 
that: 

1. no more than ten percent of the voting stock of any corporation is acquired or held; 
and 
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2. certificates of deposit have been issued by domestic United States banks or trust 
companies which are members of the Federal Deposit Insurance Corporation, and are 
readily saleable in a recognized secondary market for such instruments; and 

3. corporate debt obligations are rated A or better by Moody’s, Standard & Poor’s or 
Fitch rating services (Note: This rating restriction does not apply to convertible 
debentures); and 

4. commercial paper bears the highest rating assigned by Moody’s, Standard & Poor’s 
or Fitch rating services; and 

5. bankers’ acceptances must have been drawn on and accepted by United States banks 
which have capital and surplus of at least $200 million each; and 

6. repurchase agreements must be secured by the debt obligations set forth in 2 through 
5 above; and 

7. except as provided in Section B, Investment Structure, future contracts for sale of 
investments or for the sale of currencies may be entered into only for the purpose of 
hedging an existing ownership in these investments; and 
  

8. except as provided in Section B, Investment Structure, futures and options will be 
authorized for the purposes of implementing a portfolio reallocation to gain 
immediate exposure to the appropriate country weighting: 

a. contracts are traded on recognized exchanges, or that OTC instruments are traded 
with AA rated or equivalent counterparts and no contracts exceed a period of 
twelve months; and 

b. futures and options are not used to leverage the portfolio; and 

c. all futures and options positions must be reported to the client each month. The 
report must show both the nominal position and the “economic impact” of all 
derivative positions; and 

9. except as provided in Section B, Investment Structure, standardized equity index 
futures will be authorized for the purpose of cash equitization; and 

10. purchases in commodities or the commodities of futures market of any kind are 
specifically prohibited; and 

11. no more than ten percent (10%) of any international portfolio benchmarked against 
the MSCI EAFE Index or the MSCI EAFE Small Cap Index may be invested in 
emerging markets. 

F. Cash Held in Portfolio.  Managers are expected to maintain fully invested equity portfolios. 
The ARMB considers a portfolio to be fully invested as long as cash levels are below a 
maximum of 5 percent for small capitalization and international equity managers and 3 
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percent for all other equity managers, calculated using a 10-day moving average.  In 
implementing this portion of the equity guidelines, the Chief Investment Officer will 
consider any cash in an individual equity account in excess of the maximum to be available 
for use as a funding source for other ARMB needs.  Any manager that expects to exceed the 
maximum cash level in the short-term as the result of a specific strategy must notify ARMB 
in writing in advance.  Such notice will temporarily exempt the manager from the maximum 
cash rebalancing threshold.  Staff shall regularly report all equity manager net cash holdings. 

 
G. Performance Standards.  Managers are expected to have returns, over time, in excess of 

their appropriate contractual benchmark, net of fees.   
 

H. Performance Benchmarks.  ARMB’s asset class level benchmarks for domestic and 
international equities are as follows: 

 
Broad Domestic Equity – Russell 3000 Index 
 
Global Equity ex US – MSCI ACWI ex US Index  
 
Alternative Equity – S&P 500 Index (50%), CBOE Buy Write Index (30%), Bank of 
America Yield Alternatives Index (20%)    
 

I. Brokerage and Commissions.  In carrying out its functions, a manager will use its best 
efforts to obtain prompt execution of orders at the most favorable prices reasonably 
obtainable, and in doing so, will consider a number of factors, including, without limitation, 
the overall direct net economic result to the ARMB (including commissions, which may not 
be the lowest available but which ordinarily will not be higher than the generally prevailing 
competitive range), the financial strength and stability of the broker, the efficiency with 
which the transaction is effected, the ability to effect the transaction at all where a large block 
is involved, the availability of the broker to stand ready to execute possible difficult 
transactions in the future and other matters involved in the receipt of “brokerage and research 
services” as defined in and in compliance with Section 28(e) of the Securities Exchange Act 
of 1934, as amended, and regulations thereunder. 

 
Provided that, in the judgment of the manager, purchase or sale execution and 
transactions are competitive, approximately 30% of all listed large capitalization 
domestic equity trades will be executed with a brokerage firm participating in a 
commission recapture program with the ARMB. 
 
The Chief Investment Officer will evaluate and report the commission recapture program 
to the ARMB that will include: 
 
1. total commission dollars recaptured; and 
 
2. actual percentage of commissions recaptured; and 
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3. a full analysis of the commission recapture program with recommendations for 
expanding the program. 

 
J. Voting and Other Action.  The managers shall vote any or all of the securities held by or for 

the account of the ARMB, unless written instructions to the contrary have been provided by 
ARMB.  In voting securities of the ARMB, the managers shall act prudently in the interest 
and for the benefit of the ARMB and the beneficiaries of the funds administered by the 
ARMB.  The manager is to furnish, on an annual basis, copies of the contractor’s policy and 
voting records in regards to voting proxies. 
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ALASKA RETIREMENT MANAGEMENT BOARD (ARMB) 
 

INVESTMENT GUIDELINES FOR DOMESTIC, INTERNATIONAL, AND 
ALTERNATIVE EQUITIES 

 
A. Purpose.  The portfolio will have a primary emphasis on diversification to minimize risk. 

 
B. Investment Structure.  Permissible domestic, international, and alternative equity 

investments include: 
 

1. equity and equity related securities of corporations incorporated in the United States 
that are listed on recognized stock exchanges where recognized stock exchanges are 
those acknowledged by a manager as a source of prudent investments for the fund; 
and 

 
2. international equity and equity related securities listed on recognized stock exchanges 

where recognized stock exchanges are those acknowledged by a manager as a source 
of prudent investments for the fund; and 

 
3. American depository receipts, American depository securities and global depository 

securities; and 
 
4. convertible debentures; and 
 

5. publicly traded partnerships listed on recognized stock exchanges, where recognized 
stock exchanges are those acknowledged by a manager as a source of prudent 
investments for the fund; and 

6.  investments owned as a result of a corporate action and not a direct purchase, 
including, but not limited to securities delisted and/or deregistered if held at a value 
deemed to be de minimis and compliant with the manager’s specific investment 
mandate or strategy; and 

7.  equity related composite instruments including, but not limited to exchange traded 
funds (ETFs) and closed end funds if specified in the investment management 
agreement or determined to be fundamental to the manager’s investment mandate or 
strategy; and 

8.  equity related derivative instruments including futures contracts, forward contracts, 
options, and swaps if specified in the investment management agreement or 
determined to be fundamental to the manager’s investment mandate or strategy.  

 
C. External Equity Management.  The manager must represent and warrant: 

 
1. that it is an "investment advisor"  or “bank” as defined in the Investment Advisors 

Act of 1940 as amended; and 
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2. that it has completed, obtained and performed all registrations, filings, approvals, 

authorizations, consents or examinations required by any government or 
governmental authority for acts contemplated by this contract; and 

 
3. that it is a "Fiduciary", as that term is defined in Section 3(21)(a)(ii) of ERISA  with 

respect to the securities, and that it will discharge its duties with respect to the 
securities solely in the interest of the ARMB and the beneficiaries of the funds 
administered by the ARMB; and 
 

4. that it has and will maintain all forms of insurance and other prerequisites required by 
the ARMB. 
 

D. Investment Management Service to be Performed.  From time to time, equity managers 
shall invest and reinvest the cash and securities allocated to it and deposited in their account, 
without distinction between principal and income, in a portfolio consisting of stocks or other 
securities when market conditions warrant alternatives to stock.  These securities will be 
selected and retained by the manager solely on the basis of their independent judgment 
relating to economic conditions, financial conditions, market timing, or market analysis, and 
will not be subject to direction from the ARMB; provided, however, that in the event the 
aggregate total of any security held by the ARMB exceeds five percent (5%) of total shares 
outstanding, the ARMB may direct portfolio managers to sell securities until the aggregate is 
below five percent (5%).  This guideline does not pertain to shares of mutual funds. Other 
securities shall be limited to: 

 
1. obligations of the United States government; and 
 
2. obligations of United States government agencies; and 

 
3. certificates of deposit; and 

 
4. corporate debt obligations; and 

 
5. commercial paper; and 
 
6. warrants; and 

  
7. bankers acceptances; and 

 
8. repurchase agreements. 
 

E. Managers will be Authorized.  Managers are authorized to invest or reinvest or dispose of 
any cash or securities held in their account or invest the proceeds of any disposition, provided 
that: 

1. no more than ten percent of the voting stock of any corporation is acquired or held; 
and 
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2. certificates of deposit have been issued by domestic United States banks or trust 
companies which are members of the Federal Deposit Insurance Corporation, and are 
readily saleable in a recognized secondary market for such instruments; and 

3. corporate debt obligations are rated A or better by Moody’s, Standard & Poor’s or 
Fitch rating services (Note: This rating restriction does not apply to convertible 
debentures); and 

4. commercial paper bears the highest rating assigned by Moody’s, Standard & Poor’s 
or Fitch rating services; and 

5. bankers’ acceptances must have been drawn on and accepted by United States banks 
which have capital and surplus of at least $200 million each; and 

6. repurchase agreements must be secured by the debt obligations set forth in 2 through 
5 above; and 

7. except as provided in Section B, Investment Structure, future contracts for sale of 
investments or for the sale of currencies may be entered into only for the purpose of 
hedging an existing ownership in these investments; and 
  

8. except as provided in Section B, Investment Structure, futures and options will be 
authorized for the purposes of implementing a portfolio reallocation to gain 
immediate exposure to the appropriate country weighting: 

a. contracts are traded on recognized exchanges, or that OTC instruments are traded 
with AA rated or equivalent counterparts and no contracts exceed a period of 
twelve months; and 

b. futures and options are not used to leverage the portfolio; and 

c. all futures and options positions must be reported to the client each month. The 
report must show both the nominal position and the “economic impact” of all 
derivative positions; and 

9. except as provided in Section B, Investment Structure, standardized equity index 
futures will be authorized for the purpose of cash equitization; and 

10. purchases in commodities or the commodities of futures market of any kind are 
specifically prohibited; and 

11. no more than ten percent (10%) of any international portfolio benchmarked against 
the MSCI EAFE Index or the MSCI EAFE Small Cap Index may be invested in 
emerging markets. 

F. Cash Held in Portfolio.  Managers are expected to maintain fully invested equity portfolios. 
The ARMB considers a portfolio to be fully invested as long as cash levels are below a 
maximum of 5 percent for small capitalization and international equity managers and 3 
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percent for all other equity managers, calculated using a 10-day moving average.  In 
implementing this portion of the equity guidelines, the Chief Investment Officer will 
consider any cash in an individual equity account in excess of the maximum to be available 
for use as a funding source for other ARMB needs.  Any manager that expects to exceed the 
maximum cash level in the short-term as the result of a specific strategy must notify ARMB 
in writing in advance.  Such notice will temporarily exempt the manager from the maximum 
cash rebalancing threshold.  Staff shall regularly report all equity manager net cash holdings. 

 
G. Performance Standards.   Managers are expected to have returns, over time, in excess of 

their appropriate contractual benchmark, net of fees.   
 

H. Performance Benchmarks.   ARMB’s asset class level benchmarks for domestic and 
international equities are as follows: 

 
Broad Domestic Equity – Russell 3000 Index 
 
Global Equity ex US – MSCI ACWI ex US Index     
 
Alternative Equity – S&P 500 Index (50%), CBOE Buy Write (30%), Bank of America 
Yield Alternatives Index (20%) 
 

I. Brokerage and Commissions.  In carrying out its functions, a manager will use its best 
efforts to obtain prompt execution of orders at the most favorable prices reasonably 
obtainable, and in doing so, will consider a number of factors, including, without limitation, 
the overall direct net economic result to the ARMB (including commissions, which may not 
be the lowest available but which ordinarily will not be higher than the generally prevailing 
competitive range), the financial strength and stability of the broker, the efficiency with 
which the transaction is effected, the ability to effect the transaction at all where a large block 
is involved, the availability of the broker to stand ready to execute possible difficult 
transactions in the future and other matters involved in the receipt of “brokerage and research 
services” as defined in and in compliance with Section 28(e) of the Securities Exchange Act 
of 1934, as amended, and regulations thereunder. 

 
Provided that, in the judgment of the manager, purchase or sale execution and 
transactions are competitive, approximately 30% of all listed large capitalization 
domestic equity trades will be executed with a brokerage firm participating in a 
commission recapture program with the ARMB. 
 
The Chief Investment Officer will evaluate and report the commission recapture program 
to the ARMB that will include: 
 
1. total commission dollars recaptured; and 
 
2. actual percentage of commissions recaptured; and 
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3. a full analysis of the commission recapture program with recommendations for 
expanding the program. 

 
J. Voting and Other Action.  The managers shall vote any or all of the securities held by or for 

the account of the ARMB, unless written instructions to the contrary have been provided by 
ARMB.  In voting securities of the ARMB, the managers shall act prudently in the interest 
and for the benefit of the ARMB and the beneficiaries of the funds administered by the 
ARMB.  The manager is to furnish, on an annual basis, copies of the contractor’s policy and 
voting records in regards to voting proxies. 
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Alaska Retirement Management Board 
2015 Meeting Calendar 

 
  
  
June 17 – Wednesday  
 
 
June 18-19   
Thursday-Friday 
Anchorage 
 

Committee Meetings:   Audit 
   Actuarial 
 
*Final Actuary Report/Adopt Valuation/Contribution Rates 
*Performance Measurement – 1st Quarter 
*Manager Presentations 

September 23 – Wednesday  
 
 
 
 
 
September 24-25 
Thursday-Friday 
Fairbanks 
 

Committee Meetings: Audit 
   Budget 
   Defined Contribution Committee 
   Salary Review 
 
 
*Audit Results/Assets – KPMG 
*Approve Budget 
*Performance Measurement – 2nd Quarter 
*Real Estate Annual Plan  
*Real Estate Evaluation – Townsend Group 
*Manager Presentations 
   

October  22-23 
Thursday-Friday 
New York City 
 
October ___ 

Education Conference  
 
 
 
Audit Committee 
 

December 2 – Wednesday 
 
 
December 3-4  
Thursday-Friday 
Anchorage 
 
 
 

Committee Meetings:  Audit 
   Legislative 
 
Audit Report - KPMG 
Performance Measurement – 3rd Quarter 
Manager Review (Questionnaire) 
Private Equity Review 
*Manager Presentations 

 



Alaska Retirement Management Board 
2016 Meeting Calendar  (Proposed) 

 
February 17 – Wednesday  
 
 
 
February 18-19  
Thursday-Friday 
Juneau 
 

Committee Meetings: Actuarial 
   Audit 
   Legislative  
 
*Review Capital Market Assumptions 
*Manager Presentations 
 

April 20 – Wednesday  
 
 
April 21-22 
Thursday-Friday 
Anchorage 

 
 

Committee Meetings: Actuarial Committee  
     
 
*Adopt Asset Allocation 
*Performance Measurement – 4th Quarter 
*Buck Consulting Actuary Report 
*GRS Actuary Certification 
*Review Private Equity Annual Plan  
*Manager Presentations 
  

June 22 – Wednesday  
 
 
June 23-24   
Thursday-Friday 
Anchorage 
 

Committee Meetings:   Actuarial 
   Audit 
     
*Final Actuary Report/Adopt Valuation 
*Performance Measurement – 1st Quarter 
*Manager Presentations 

September 28 – Wednesday  
 
 
 
 
September 29-30 
Thursday-Friday 
Fairbanks 
 

Committee Meetings: Audit 
   Budget 
   Salary Review 
 
 
*Audit Results/Assets – KPMG 
*Approve Budget 
*Performance Measurement – 2nd Quarter 
*Real Estate Annual Plan  
*Real Estate Evaluation – Townsend Group 
*Manager Presentations 
   

 
 
 
 
October ___ 

Education Conference  
 
 
 
Audit Committee 
 

December 7 – Wednesday 
 
 
December 8-9  
Thursday-Friday 
Anchorage 
 
 
 

Committee Meetings:  Audit 
   Legislative 
 
Audit Report - KPMG 
Performance Measurement – 3rd Quarter 
Manager Review (Questionnaire) 
Private Equity Review 
*Manager Presentations 

 



ALASKA RETIREMENT MANAGEMENT BOARD 
M E M O R A N D U M 

__________________________________________ 
 
To: ARMB Trustees 
From: Judy Hall 
Date: June 5, 2015 
Subject: Financial Disclosures 
_____________________________ 
 
As required by AS 37.10.230 and Alaska Retirement Management Board policy 
relating to investment conduct and reporting, trustees and staff must disclose 
certain financial interests. We are hereby submitting to you a list of disclosures 
for individual transactions made by trustees and staff. 
 
 
 

Name Position Title Disclosure Type Disclosure 
Date 

Martin Pihl Trustee Account Termination/Rollover 6/1/15 

Gary Bader Chief Investment Officer Equities 4/20/15 

Victor Djajalie Investment Officer Equities 4/20/15 

Bob Mitchell Investment Officer Equities 5/18/15 
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